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AMENDING THE DISTRICT OF COLUMBIA ALCOHOLIC 
BEVERAGE CONTROL ACT 


WEDNESDAY, JULY 29, 1959 


House oF REPRESENTATIVES, 
CoMMITTEE ON THE Disrricr or CoLUMBIA, 
Washington, D.C. 


The committee met at 10:30 a.m., Hon. John L. McMillan (chair- 
man) presiding. 

The Carman. The committee will come to order. 

Chairman McMillan and the following other members were pres- 
ent: Mr. Feley, Mr. Harmon, Mr. Morris, Mr. Wier, Mr. W. Smith, 
Mr. Nelsen, Mr. Derounian, Mrs. Weiss, Mr. Broyhill, Mr. Kearns. 

The committee has under consideration this morning House Reso- 
lution 7375. This bill was introduced by our colleague, Mr. Deroun- 
ian of New York and we have, I believe, four witnesses here this 
morning who would like to testify on this bill. 

(H.R. 7375 is as follows:) 


{H.R. 7375, 86th Cong., 1st sess.]) 
A BILL To amend the District of Columbia Alcoholic Beverage Control Act 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the District of Columbia Alco- 
holic Beverage Control Act, as amended, is amended by adding at the end 
thereof the following new section : 

“Src. 42. (a) The Commissioners are authorized and directed, by regulation, 
to require the filing with the Board from time to time, by any licensed manu- 
facturer, wholesaler, or retailer who is the holder of a permit issued under the 
second paragraph of section 6 of this Act, of a schedule of minimum consumer 
resale prices to be effective for a quarter-annual period to be designated by the 
Board, for each brand of liquor, wine and/or beer by bottle and/or case, the con- 
tainer of which bears a label stating the brand or the name of the owner or man- 
ufacturer. Such prices shall be uniform throughout the District of Columbia. 

“(b) Within ten days after the filing of such schedules, the Board shall make 
them, or a composite thereof, available for inspection by licensees. All sched- 
ules so filed shall be subject to public inspection, from the time that they are 
required to be made available for inspection to licensees. Each manufacturer 
and wholesaler and retailer shall retain in his licensed premises a copy of his 
filed schedules. The Board shall, as soon as practicable after such schedules are 
filed, compile, publish, and furnish to each manufacturer or wholesaler of 
liquor, wine, and/or beer and to each retail dealer authorized to sell liquor, 
wine, and/or beer for off-premises consumption, a list, to be designated ‘mini- 
mum consumer resale price list’. Such list, as then in effect, shall be conspic- 
uously displayed within the interior of licensed premises where sales are made 
and where they can be readily inspected by consumers. 

“(c) No retail dealer authorized to sell liquor, wine or beer at retail for 
off-premises consumption shall sell, offer to sell, solicit an order for or advertise 
any liquor, wine or beer at a price less than the minimum consumer resale 
price then in effect, unless written permission of the Board is granted for good 
cause shown and for reasons not inconsistent with the purposes of this sub- 
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section and under such terms and conditions as the Board deems necessary. 
The Commissioners are authorized to promulgate regulations which are necessary. 

“(1) to carry out the purposes of this subsection and to prevent its 
circumvention by the offering or giving of any rebate, allowance, free goods, 
discount or any other thing or service of value; 

“(2) to permit the withdrawal of, an addition to, a deletion from, or 
an amendment of any schedule or a modification of prices therein, when not 
inconsistent with the purposes of this subsection, whenever necessary to 
avoid practical difficulties or unnecessary hardships to any licensee affected 
by this subsection or because of acts or circumstances beyond the control 
of such licensee, and under such terms and conditions as are necessary 
to carry out the purposes of this subsection; 

“(3) to permit the sale at a price less than the minimum consumer 
resale price of liquor, wine, or beer which is damaged or deteriorated in 


quality, or the closeout of a brand for the purpose of discontinuing its | 





sale, under such terms and conditions as are necessary to carry. out the | 


purposes of this subsection; or 

“(4) to permit the sale by a retail dealer of a brand of liquor, wine, or 
beer for which a schedule of minimum consumer resale prices has not 
been and cannot be filed, whenever necessary to avoid practical difficulties 
or unnecessary hardships to any licensee affected by this section or because 
of acts or circumstances beyond the control of such licensee, and under 
such terms and conditions as are necessary to carry out the purposes of 
this subsection. 

“(d)(1) No manufacturer or wholesaler licensed under this Act shall dis- 
criminate between retailers or in favor of or against any retailer or group 
of retailers, directly or indirectly, in price, in discounts for time of payment, 
or in discounts on quantity of merchandise sold, or to grant directly or in- 
directly any rebate, free goods, allowance or other inducement, except such 
quantity discounts as such wholesaler or manufacturer shall file with the Board 
and except a discount not in excess of one (1%) percent for payment on or 
before the 15th day of the month following the month of purchase or delivery. 

“(2) No manufacturer or wholesaler shall require, directly or indirectly, of 
any retailer, as a condition for the offering and giving of a discount as filed 
with the Board, that such retailer purchase more than five (5) cases of any 
brand or type of alcoholic beverage (excluding malt beverages) in any calendar 
month or in any thirty-day interval. 

“(3) No alcoholic beverages shall be sold by any manufacturer or wholesaler 
to a retail licensee, or purchased by a wholesaler for a retailer or by a retailer 
through a wholesaler, unless a schedule as provided by this section shall be 
filed by the wholesaler with the Board and is then in effect. The schedule 
Shall be in writing, duly verified and filed in the number of copies and in such 
form as required by the Board; and shall contain with respect to each item 
thereon the exact brand or trade name, capacity of package, nature of contents, 
age and proof, the per bottle and per case price to retailers, the number of 
bottles contained in each case, and the size thereof, which prices shall be 
individual for each item, and not in ‘combination’ with any other item or items, 
the discounts for quantity of each item, if any, and the discounts for time of 
payment, if any. 

“(4) Each such schedule shall be filed on or before the 10th day of the quarter- 
annual period to be designated by the Board, and the prices and discounts therein 
set forth shall become effective on the first day of the calendar month following 
the filing thereof and shall be in effect for and during the next three calendar 
months following such filing. Within ten (10) days after the filing of such 
schedule, the Board shall make all of such schedules or a composite thereof 
available for inspection by all wholesale licensees. Within three (3) days, ex- 
eluding Sundays, after such inspection is provided for, a wholesaler or manu- 
facturer may amend his filed schedule in order to meet lower competing prices 
and discounts filed pursuant to this section: Provided, however, That such 
amended prices may not be lowered and discounts not greater than those to be 
met. Any amended schedule so filed shall become effective on the first day of 
the calendar month following the filing thereof and shall be in effect for and 
during the next three (3) calendar months following such filing. No alcoholic 
beverage shall be sold by any wholesaler or manufacturer or purchased by any 
retailer from any wholesaler or manufacturer except at the price or prices then 
in effect according to the wholesaler’s or manufacturer's filed scheduled, and no 
discount shall be granted except as set forth in the schedule then in effect. All 
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schedules filed shall be subject to public inspection from. the time that they are 
required to be made available for inspection by licensees and shall not be in any 
manner considered confidential. Hach wholesaler shall retain in his licensed 
premises for inspection by licensees a copy of his filed schedules then in effect. 

“(5) The Board may permit all manufacturers and wholesalers to file their 
quarterly schedules by filing a statement duly verified that the schedule in effect 
during the current quarter is to be and be considered the schedule for the next 

uarter. 

. “(6) In the case of an item that has not previously been posited by any manu- 
facturer or wholesaler, said manufacturer or wholesaler may file a supplemental 
schedule at any time listing the item and setting for information required by par- 
agraph (d)(3) of this section. The supplemental schedule shall take effect as 
to the new item seven (7) days after filing the supplemental schedule with the 
Board, unless the manufacturer or wholesaler is notified before that time by 
the Board to show cause why the filing should not become effective. The price 
posted in the supplemental schedule shall remain in effect and shall not be 
subject to change before the first of the month when a regularly filed schedule 
shall become effective. In the case of an item that has previously been posted 
by another wholesaler, a wholesaler first posting such an item may do so at any 
time by filing a supplemental schedule listing the new brand and setting out 
the information required by paragraph (d) (3) of this section: Provided, how- 
ever, That he may not post a price lower than the price currently established by 
schedules in effect. Such supplemental schedules shall take effect seven (7) 
days after filing the supplemental schedule with the Board unless the wholesaler 
is notified before that time by the Board to show cause why said filing should 
become effective. The price posted in the supplemental schedule shall remain 
in effect and shall not be subject to change before the first of the month when a 
regularly filed schedule shall become effective. 

“(7) The granting of any discount is optional with the seller. Quantity dis- 
counts may be graduated, but may not exceed the maximum set forth in the 
schedule filed by the wholesaler. 

“(8) No retailer may accept any discount, rebate, free goods, allowances or 
other inducement from any wholesaler except the discount for quantity and 
for payment on or before a certain date or that which is permitted by sections 
18 and 19 of the Act. 

“(e) For the purpose of raising the moneys necessary to defray the expenses 
incurred in the administration of this subsection, there shall be paid to the 
Collector of Taxes, District of Columbia, by each manufacturer, wholesaler, and 
retail dealer hereinafter set forth, a fee for each license issued in the following 
sums: Manufacturers class A $250, manufacturers class B $250, wholesalers 
class A $250, wholesalers class B $125, retail class A $100, retail class B $25. 
The time for the first payment of such sums shall be fixed by the Commis- 
sioners, which date shall be not later than thirty days after the effective date of 
this subsection. A like sum shail be paid to the Collector of Taxes, District of 
Columbia, by each person hereafter applying for any such license or the re- 
newal of any such license, not later than the effective date of such license or 
renewal thereof, as the case may be. The fees prescribed by this subsection 
shall not be prorated for any portion of the license year and shall have no 
refund value. The failure of any such licensee to pay such sum shall auto- 
matically suspend the privilege of the license until the required sum shall be 
paid. In addition to the other penalties provided by this subsection, the Board 
shall have power to suspend or revoke, after a hearing, the license of any li- 
eensee who shall fail to comply with the provisions of this subsection or of any 
regulation promulgated under the authority contained in this subsection. 

“(f) This Act shall take effect on the first day of the first month which 
begins more than ten days after the date of enactment of this Act.” 


The Cuarrman. I would be happy for Mr. Derounian to make a 
statement if he desires at this time, or you may prefer to question the 
witness. 

Mr. Derountan. I would prefer to wait, Mr. Chairman. 

The CxHatrmMan. I have a statement here from Mr. Bourbon A. 
Dawes of the hotel association and he asks that it be inserted in the 
record as part of the proceedings. Without objection this statement 
will be inserted in the record. 
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(The letter referred to is as follows :) 


Hore ASSOCIATION OF WASHINGTON, D.C., 
Washington, D.C., July 27, 1959. 
Hon. Joun L. McMr1an, 
Chairman, District of Columbia Committee, 
House of Representatives, 
Washington, D.C. 


Dear ConGRESSMAN McMrm1an: This letter is written on behalf of the 35. mem- 
bers of the hotel association in opposition to the provisions of H.R. 7375. 

We believe that any legislation which authorizes the fixing of either minimum 
or maximum prices at which a product must be sold is not in the public interest, 

We have long been opposed to this type of legislation, whether it applies to | 
shoes, groceries, drugstore items, or alcoholic beverages, etc. We believe that | 
an individual business firm can best determine its own selling price of any article, 
be that firm a retailer, wholesaler, or manufacturer. 

As I am unable to be present at the scheduled hearing, it is requested that this | 
letter be included in the record. 

Respectfully, 





Bourson DaMEs, 
Executive Vice President. 


The Cuamman. Mr. Benjamin Josephs, executive director of the | 
National Liquor Stores Association, Inc., is our first witness. 
Mr. Josephs, if you will give the reporter your full name. 


STATEMENT OF BENJAMIN JOSEPHS, EXECUTIVE DIRECTOR, 
NATIONAL LIQUOR STORES ASSOCIATION 





Mr. Josrrus. Benjamin Josephs, executive director of the National | 
Liquor Stores Association. 

The Cuatrman. Just have a seat and the committee will be happy 
to hear any statement you care to make. I would like to state one of 
your good friends on the floor of the House asked me to extend his re- 
gards to you. 

It is impossible for him to be here this morning. 





Mr. Josepus. Thank you very much, sir. ) 


My name is Benjamin Josephs. I am the executive director of the 
National Liquor Stores Association. I am also the proprietor of a| 
liquor package store in Worcester, Mass., and have therefore personal, | 
firsthand knowledge of the benefits of the type of legislation under con- | 
sideration. The National Liquor Store hanicletie: whose members 
are among the 44,000 liquor package store owners located in 28 States 
and the District of Columbia, has authorized me to appear in favor | 
of H.R. 7375. 

The members of our organization are extremely interested in this | 
bill for several reasons. One of them is that many of our retailers, hav- 


ing lived through periods of vicious price cutting and its near bank- 


rupting effects, are desirous of helping their fellow retailers. Because 
of the product itself, with its admitted social implications, all seg- 
ments of liquor industry are more interdependent upon one another 
than in almost any other industry. Also, because the product is liquor, 


we are in the unenviable position of having delegated to us much more | 
legislation, taxation, and all-round general attention than is evident | 


in any other industry. 

Here are a couple of facts which put the liquor industry into a class 
all by itself. By its very nature, liquor is recognized as something sep- 
arate and apart from any other commodity. No other product is even 
mentioned in the United States. 
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Constitution whereas liquor has two constitutional amendments de- 
voted to it. Further, the liquor business is the only one created by the 
will and vote of the public, and no other industry has comparable 


_ regulatory agencies charged with the supervision of the conduct of the 


business. These agencies have been granted almost unlimited police 
powers in exercising authority where the safety and welfare of the 
public are involved. 

In considering this legislation today, the public welfare is the para- 
mount issue because over the years it has been found there is no better 
method than minimum price maintenance to achieve moderation and 
compliance with the law—and to stabilize State revenues. And be- 
cause we sincerely believe that minimum resale price regulations are 
necessary to an orderly, stable, and profitable business, the National 
Liquor Stores Association has as one of its prime purposes aiding any 
State, and in this case the District of Columbia, to obtain legislation 
toward that end. 

Those people who oppose minimum consumer resale price laws or 
regulations for distilled spirits try to smear such liquor control meas- 
ures by hanging the tainted tag of price fixing on these efforts. It 
just isn’t so. Prigs regulation in connection with the sale of dis- 
tilled spirits is an exercise of the State’s police power. 

So price maintenance in our business, obvicusly, is quite often a mis- 
understood subject. And to understand its real purposes with regard 
to the public welfare and to liquor control administration, it is neces- 
sary to go back some 25 years to the advent of repeal. Under the 21st 
amendment, the States were given the right to set up their own control 
laws, and most of them were designed to carry out three basic aims: 

1. Elimination of the evils fostered by prohibition; 

2. Preventing the return of abuses existing prior to prohibi- 
tion; and 

3. Making available to the public legally produced distilled 
spirits under a control system which would promote temperance 
and prohibit inducements designed to unduly increase the sale and 
use of such products. 

During the early repeal years, most State control authorities con- 
centrated on the first two objectives—getting rid of the moonshiner 
and bootlegger, preventing the tied-in house, and eliminating such so- 
cial and moral abuses as sales to minors and intoxicated persons, un- 
savory conditions on licensed premises, and so forth. Little attention 
was given to the economics of the industry because many control offi- 
cials felt that economic conditions had little or no relationship to the 
objectives just outlined. 

Then, in the late thirties, administrators began to recognize that in- 
stability in the industry resulting from wheeling and dealing practices 
at the producer and wholesaler levels, and predatory price cutting and 
price wars at the retail level, were directly in conflict with the promo- 
tion of moderation. They realized that price cutting through bar- 
gain sales, loss leaders, and so forth, was the most potent inducement 
available to unduly increase the sale of liquor—and thus definitely not 
in the public interest. 

So one open State after another proceeded to adopt laws or regu- 
lations, or both, to prevent unfair trade practices and price wars. To- 
day, 18 of the 30 open States have price maintenance controls of some 
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type—and 14 of them control retail prices. In addition, the so-called 
monopoly States, numbering 17, naturally have price controls. 

Those who oppose liquor price maintenance laws usually have selfish 
motives of their own for doing so and argue that such controls stifle 
competition—that they are contrary to free enterprise and are merely 
designed to keep liquor prices high. Among them are certain news- 
papers and periodicals which themselves receive Government subsidies 
in the form of lower postal rates. 

Let’s examine the charge that such measures keep liquor prices high. 
In practically every State today prices are based on a lower formula 
than that evolved after careful study by OPA. This agency, you will 
recall, was set up by the Federal Government to protect the consum- 
ing public from price gouging. This should dispel once and for all 
that charge. 

As for stifling competition, price control places competition where 
it belongs—on a quality basis and for services rendered, rather than 
on bargain prices which tend to destroy competition by forcing small 
licensees out of business. That this does happen is no imaginary 
thing—and I cite just a couple of examples. 

During a bitter price war in Metropolitan New York back in 1940, 
80 percent of the business became concentrated in 20 percent of the 
retail stores. It’s conceivable that the small retailers fighting for 
their lives could become involved in illegal and socially undesirable 
practices, such as sales during prohibited hours, sales to minors and 
other serious offenses, to recapture needed revenue. That certainly 
would not be in the public interest. 

More recently, the price-cutting situation got so bad in Tennessee 
that many retail licensees in that State didn’t even bother to reapply 
for licensing early this year. But the picture is brighter there now. 
Realizing that the failure to stabilize prices in that market could have 
ultimately produced such public revulsion that it might have resulted 
in a statewide prohibition law, the Tennessee Legislature put a statute 
on the books last April 20 which provided for definite price main- 
tenance as the means for maintaining an orderly market. 

By contrast, in Florida a price maintenance bill was vetoed. A 
look at the chaotic conditions which prevail there shows that vicious 
price cutting has reached a point where a consumer can walk into a 
Florida retail store today and buy a nationally advertised brand for 
less at retail than the New York retailer buys it wholesale. 

This is an unhealthy and un-American state of affairs. Many Fed- 
eral laws are aimed at eliminating just this sort of practice. No 
legitimate business person benefits from these tactics. 

For the manufacturer, price cutting destroys trademark values and 
reputations for integrity built up over the years at the cost of many 
millions of dollars. 

The distributor loses control of his business because the price cutter 
calls the tune and he must comply or die. If he complies, he generally 
dies sooner and his organization disintegrates. 

How about the retailer? Well, the small, independent nea 
the real backbone of most industry, has no voice in the matter an 
can do nothing about it. He can either try to get out and salvage 
what he can of his investment—or sit by helplessly, the chief mourner 
at his own funeral. 
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And the consumer—does he come out a winner? Well, at first he 
has a hey-day. He stocks up probably using money originally set 
aside for necessities. He may get a little more lavish in this enter- 
taining. “This can’t continue,” he thinks—but when it does, he be- 


pin to wonder if he wasn’t played for a sucker the times he paid the 
igher prices. 

All the while the State has permitted inducements in the form of 
cut prices to be made illegally and has defaulted in its obligation to 
prevent these practices. 

Price wars are best described in the words of the late Supreme 
Court Justice Louis D. Brandeis, who wrote in one of his opinions: 

America should be under no illusion as to the value or effect of price cutting. 
It has been a most potent weapon of monopoly—a means of killing small 
Tivals * * *. 

That’s why our organization, the National Liquor Stores Asso- 
ciation, sincerely believes that the public interest 1s best served and 
orderly control best maintained through regulation or legislation— 
similar to H.R. 7375. 

New York, Connecticut, Massachusetts, Kentucky, and many other 
States successfully control the operation of the liquor business 
through minimum consumer resale posting laws and regulations. 
They have been set up for the liquor industry only, and have no rela- 
tion as such to fair trade laws, or the protection of manufacturers or 
their brand name. 

They have been put into effect by these States in the exercise of their 
police powers to prevent abuses in the sale of a product closely related 
to the public welfare. 

Attached to this statement are copies of letters from such eminent 
authorities as Hon. Judge Thomas E. Rohan, chairman of the New 
York State Liquor Authority; Hon. William Howe Davis, director 
of the Alcoholic Beverage Control Commission of the State of New 
Jersey; Hon. W. E. Murphy, director of the Alcoholic Beverage Con- 
trol of Kansas; and the Honorable Alfred S. Portwood, chairman of 
the Alcoholic Beverage Control of the Commonwealth of Kentucky, 
each of whom speaks from practical experience in extolling the benefits 
of price maintenance as the best known medium for orderly control. 

I respectfully call your attention to these exhibits attached, gentle- 
men: 

State or NEw York, 
EXECUTIVE DEPARTMENT, 
Division oF ALCOHOLIC BEVERAGE CONTROL, 
Srate Liquor AUTHORITY, 
New York City, June 26, 1959. 
Mr. BENJAMIN JOSEPHS, 
Eaecutive Director, 


National Liquor Stores Association, Inc., 
Worcester, Mass. 


Deak Mr. Josepns: Price maintenance of liquor and wine items is effected in 
the State of New York chiefly through the instrumentality of sections 101—b and 
101-¢ of the alcoholic beverage control law. 

Section 101-b provides for the filing of schedules of prices to wholesalers and 
to retailers and prohibits discrimination in prices, in discounts or time of pay- 
ment on merchandise between one wholesaler and another wholesaler and be- 
tween one retailer and another retailer purchasing liquor or wine bearing the 
same brand or trade name and of like age or quality. 
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This section was enacted in 1942 in order to achieve a more stable market 
and to prevent periodic price jumping and artificially stimulated consumption 
of alcoholic beverages at so-thought bargain prices. It proved most effective 
in curtailing the practice of certain suppliers of in effect subsidizing, through 
the medium of lower purchasing costs, certain selected or key outlets in larger 
population centers. Such outlets had formerly sold at prices so sharply reduced 
that price wars and artificially stimulated consumption resulted. 

Section 101-c of the ABC law, known as minimum consumer resale price law, 
was enacted in 1950. Under the same, brand owners are required to fix the 
minimum price at which their brands may be offered for off-premises sale to 
consumers and to file such prices with the authority. The authority in turn, 
publishes minimum consumers resale price lists setting forth such minimum 
prices and enforces the same. 

The minimum consumer resale price law is directed at achieving orderly re- 
tail distribution of alcoholic beverages for the purpose of encouraging temperance 
and moderation and to safeguard the statutory plan for the location of package 
stores in neighborhood communities where they best serve public convenience 
and advantage. It has achieved notable success in fulfilling these objectives 
and, of course, has supplemented section 101—b in precluding artificially stimu- 
lated consumption through price manipulations. 

The members of New York State Liquor Authority regard both of the above- | 
mentioned provisions of law as prime instruments of control in maintaining 
an orderly traffic in alcoholic beverages and temperance and moderation in their 
consumption. 

Very truly yours, 





— 


THOMAS E. ROHAN, Chairman. 


STATE OF NEW JERSEY, 
DEPARTMENT OF LAW AND PUBLIC SAFETY, 
DIVISION oF ALCOHOLIC BEVERAGE CONTROL, 
Newark, N.J., June 29, 1959. 

BENJAMIN JOSEPHS, 

Ezecutive Director, 

National Liquor Stores Association, Inc., 

Worcester, Mass. 


DeEAR Mr. JosePHS: This acknowledges your letter of June 17 requesting in- 
formation concerning price maintenance laws and regulations, specifically with 
reference to alcoholic beverages so far as the State of New Jersey is concerned. 

It is noted that you are interested in the adoption of U.S. House bill 7375 
which would establish price controls for alcoholic beverages in the District of 
Columbia. 

In response to your inquiry, it is believed that the best statement of the posi- 
tion of the State of New Jersey in this matter is contained in the preamble te 
Public Law 1938, chapter 208 (the New Jersey alcoholic beverage fair trade law) 
which embraces a declaration of legislative policy as follows: 

“Whereas, alcoholic beverage licensees have been unduly stimulating the sale 
of alcoholic beverages by indiscriminate price cutting, resulting in price wars, 
and by excessive advertising of bargain values and cut prices; these practices 
are deemed detrimental to the proper operation of the liquor industry and con- 
trary to the interests of temperance; the sale of alcoholic beverages is unusually 
susceptible to abuse, with resulting danger to the general public and should be 
strictly supervised and regulated to prevent undue stimulation of public demand 
for alcoholic beverages.” 

In our experience with the administration of our minimum resale price regula- 
tions (State Regulation No. 30, copy enclosed) which are the outgrowth of our 
original fair trade regulations promulgated pursuant to Public Law 1938, chap- 
ter 208, we have concluded that they certainly contribute to the existence of | 
an orderly market in the interest not only of the licensed industry but the pub- | 
lic as well. 

With kind personal regards, I am, 

Sincerely, 





ee 


— 


Wir11aM Howe Davts, Director. 
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ALCOHOLIC BEVERAGE CONTROL OF KANSAS, 
Topeka, Kans., June 22, 1959. 
Mr. BENJAMIN JOSEPHS, 
BPeecutive Director, 
National Liquor Stores Association, Inc., 
Worcester, Mass. 


Deak Mr. JosePus: This will acknowledge receipt of your letter of June 17. 
The main point in your letter is a request for me to outline briefly some of the 
advantages which price control legislation has brought about in this State. 

First, I might say that this agency controlled prices at all levels of the in- 
dustry until about a year ago when the fair trade law was knocked out in the 
State supreme court as to the nonsignor clause. Gradually, various operators 
in the State started to cut prices. This department contended under the induce- 
ment rule that it was a violation of the alcoholic beverage control law, and we 
attempted to enforce it on the grounds that a discount or rebate was an induce- 
ment to purchase liquor and created a disorderly market and was not for the 
better interest of the public. We got into court on this and were rebuffed in the 
district court of Emporia, Kans., on the grounds that we did not have sufficient 
law to uphold the regulation. 

The legislature took note of this and passed, by an overwhemingly majority 
both in the senate and house, senate bill No. 296, of which I am enclosing a 
copy. You will note it was provided in the bill that it was necessary for the di- 
rector to promulgate regulations consistent with the law to administer this bill, 
and the regulation had to be approved by the board of review and filed with the 
reviser of statutes. This was all done. It was also provided that before the 
regulation could be put into effect that it would be necessary for the director 
to hold a public hearing. This was complied with and we had quite a public 
attendance before the director in Topeka and there was not a single dissenting 
protest against a controlled liquor bill. The regulation was given approval and 
it does not take effect until July 1, at which time it will be enforced. I am also 
enclosing a copy of the promulgation which takes effect July 1. 

Reviewing the history of this department since 1949, we had a very orderly 
market throughout the State until after the fair trade law was knocked out by 
the supreme court. Administering the sale of liquor is different than adminis- 
tering the sale of any other commodity, and the legislature so recognized this in 
considering the passing of a controlled law. It is the most practical medium 
known for maintaining orderly supervision in the distribution of liquor and is, 
no doubt, for the best interest of the public. Price cutting can only result in 
liquor being channeled through illegal methods thereby forcing the legal liquor 
dealers out of business, the final result being liquor becomes controlled by law 
violators and racketeers. 

At this writing I am unable to give you any experience of the new liquor con- 
trol bill as passed by the last legislature as it does not take effect until the first 
of next month. 

After you have studied the bill and the new promulgation, if there is any 
additional information or assistance that we can give you, please do not hesitate 
to drop us a line. 

Sincerely, 
W. E. Murpnuy, Director. 





COMMONWEALTH OF KENTUCKY, 
DEPARTMENT OF ALCOHOLIC BEVERAGE CONTROL, 
Frankfort, July 7, 1959. 
Mr. BENJAMIN JOSEPHS, 
Evecutive Director, 
National Liquor Stores Association, Inc., 
Worcester, Mass. 

Dear Mr. Josepus: As requested in your letter of June 17, I am outlining 
briefly some of the advantages which are obtained from proper price control 
legislation. 

1. The licensees make a fair return on their investments, which eliminates 
a number of forced sales in order for the licensees to remain in business. 

2. It eliminates forced sales to minors and to intoxicated persons and permits 
the licensees to make a reasonable net profit, which eliminates volume sales to 
the consumers. 
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3. When price control legislation furnishes the administrator the authority 
to set the minimum f.o.b. floor it eliminates fluctuations and price wars between 
brands. 

4. The licensees, when entering the business, realize that they have an invest- 
ment in a business which guarantees them a reasonable profit on each sale; 
therefore, they have more interest in protecting their investment. 

It is my opinion that the three factors which have eliminated most of the 
alcoholic beverage control problems in Kentucky are (1) fair trade law, (2) a 
floor which sets the f.o.b. minimum price, and (3) a quota system on the number 
of wholesale and retail licenses issued. Any control law should have these three 
provisions with the proper authority for enforcement. 

Yours very truly, 
ALFRED §. PoRTWOOD, 
Commissioner, Alcoholic Beverage Control Department. 


Two and one-half years after the minimum price posting law was 
enacted in the State of Connecticut, the Honorable T. Emmet Clarie, 
chairman of the Connecticut Liquor Control Commission, in an address 
had the following to say: 


Prior to the enactment of the consumers’ minimum price law, it was becoming 


increasingly evident that unfair trade practices were openly challenging the | 


orderly distribution of brands in the liquor market. Facts came to light that 
certain brand owners through their wholesale distributors mace it a policy to 
cut rate a particular brand of liquor in a metropolitan area so that he could 
specially advertise and promote excessive sales of the brand as a loss leader to 
the exclusion of other retail outlets. 

The competitor licensees in the same area who had not received the special 
price, through the medium of illegal kickbacks or rebates, were obliged to meet 
the competition continually, the licensees’ economic existence became threatened 
and their operation became a borderline risk, not only economically but as a law- 
abiding outlet. This type of special promotion appeared to be more prevalent 
among businesses that were associated with several stores and financially able to 
purchase large quantities of a single brand. 

Loss leader advertising and promotion increased to a degree that the retail 
distribution in and around large metropolitan areas was becoming dislocated. 
The small neighborhood store, whose permit was granted as a public conven- 
ience for the benefit of serving the community adjacent to its location, was being 
gradually weakened by the type of promotion, because its business was being 
unfairly siphoned into cutrate channels controlled by the larger outlets who 
were in a position to avail themselves of the unfair sales promotion offers of 
distributors. Some of these retail outlets increased their volume to a point where 
they could make demands upon wholesalers for special prices and there grew 
up a vicious circle which gained momentum with time that threatened the 
orderly distribution of alcoholic beverages at the retail level. 

The minimum-price law has now been in effect for 2% years in our State. 
What has been the result? Has it accomplished its purpose? Has it been bene- 
ficial or detrimental? 

Prior to the passage of the law it was predicted that the law would cause the 
consumer to pay more for his liquor; that the brand owners who would be given 
authority to fix the retail price of their products would conspire together in re- 
straint of trade to establish a price that would give them greater profits at the 
expense of the consumer. The evidence to date dispels these fears. 

Comparing the suggested retail prices of August 1, 1951, against the minimum 
prices of October 1, 1951 (the effective date of the Minimum Price Act, we 
find in the cases of “15A blends” and “15B blends” taken at random, that they 
are identical. The next posting, on January 1, 1952, reflected a 37-cent increase 
on both A and B blends which was due directly to the $1.50 gallon Federal tax 
on distilled spirits which became effective November 1, 1951. Since January 1, 
1952, there has been no change in the minimum prices on these same blends. 
The prediction that minimum price posting would cause the consumer to pay 
more for his liquor is true only insofar as it eliminated the price-cutting and 
bargaining outlets. 

In a recent survey of 10 of the leading wholesale distributors in the State of 
Connecticut, it was ascertained that with one exception all agreed that this 
law had stabilized the liquor business in that State. B brands are no longer 
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cutrated, the wholesaler and retailer enjoy a legitimate markup and the retailer 
is more interested in selling his brands. The big downtown stores and chain- 
stores that sought special deals and special prices are no longer wielding a big 
club on the wholesaler. 

On the whole, the retail package liquor outlets agree that the business is 
healthier throughout. The retailer is making a legitimate profit, his financial 
position is sounder, it is a cleaner industry because the bulk of cheating has 
been cut out and it has a good effect on the liquor industry’s respect for law. 

A study of litigation regarding the validity of minimum price 
maintenance laws governing distilled spirits reveals these salient 

ints: 

i Price control is a necessary tool for assuring the maintenance of 
an orderly market and is therefore in the public interest. 

2. The State has the police power to require the establishment of 
minimum price structures, and so long as such legislation spells out 
the legislature’s purpose and policy in this regard, the legislature can- 
not be accused of delegating its powers when it authorizes a liquor 
control agency to maintain such minimum prices. 

3. Minimum price laws which require the liquor control agency to 
maintain minimum prices have been held valid. 

4. A State which, for its own sufficient reasons, deems it desirable 
policy to establish minimum prices for liquor, is definitely not in con- 

ict with the Federal commerce clause or similar antitrust and re- 
straint of trade laws. 

The retailers whom I represent, many of them from your home 
States, are generally averse to additional legislation for our industry 
which we feel is already overburdened with it. But we so sincerely 
believe that minimum resale price regulation is necessary to an or- 
derly, stable, and profitable Jhisinens we respectfully request H.R. 
7375 be passed. 

Those States which now enjoy the benefits of similar legislation 
will be happy to welcome the Nation’s Capital to their ranks. For 
those States which are attempting to have such legislation passed, 
it will be a most encouraging incentive for them to redouble their 
efforts toward that end. 

Thank you. 

The CuatrmMan. Thank you, Mr. Josephs, for your statement. 

This is really a fair trade bill ? 

Mr. Josrrus. No, sir; we would not call it that. This is a bill 
to establish the orderly control in the liquor industry, the orderly 
control in the distribution of liquor. It is not a fair trade bill, sir. 

The Craiman. This does not have any connection with State 
liquor stores? 

Mr. Josepus. The States already have control of prices by virtue 
of the fact that they are in the liquor business themselves. 

The Cuamman. [ realize that, but I don’t think you understood 
my question. Do you think the District of Columbia should have 
State-owned liquor stores ? 

Mr. Joserus. Oh, no, far from it. 

The Cuarrman. Are there any questions by members of the com- 
mittee ? 

Mr. Wier. I am just raking my mind over. I think you said you 
were familiar as a national representative with all of the legislation 
in the various States. In our State of Minnesota we have a liquor 
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control activity carried on by the liquor control administrator of 
~_ State. I think that comes under more or less a State Fair Trade 
ct. 

Mr. Josrpus. Yes, sir. 

Mr. Wier. Are you familiar with it ? 

Mr. Joserus. Not particularly, but I do know what you have just 
said is correct. 

Mr. Wier. Have you ever been out in the Middle West ? 

Mr. Josrpus. Yes, but I do know that Minnesota does have price 
control but under fair trade. 

This is aimed primarily as a control measure and after all other 
means had been tried over the years for establishing orderly control 
in the conduct of the liquor industry, it has been found that this 
method through the medium of price maintenance has been the ef- 
fective dsatnd for accomplishing that end. 

a wie. This only applies, as I understood your statement, to 
off sale ? 

Mr. Joserus. To off sale; yes, sir. 

Mr. Wier. On sale is not included ? 

Mr. Joserus. That is right, sir. 

Mr. Wier. Does this include beer ? 

Mr. Joserus. Yes, sir. 

The Cuarrman. Would you like to have these statements from New 
York, Kentucky, and the other States included in the record? 

Mr. Joserus. Yes, sir. 

The CHairmMan. Without objection the statements will be included 
in the record along with your statement. 

Mr. Derounian. Mr. Josephs, in the administration of this type 
of control in your State of Massachusetts where you said you were 
the owner of a liquor store, do you happen to know how many in- 
spectors they have for the State in seeing that this price-posting pro- 
vision and other provisions are adhered to ? 

Mr. Joserus. I do not think it was necessary for them to add any 
additional inspectors in order to take care of this particular provi- 
sion of the beverage control law. I wouldn’t want to be tied down 
to this but I think there are about 25 inspectors for the entire State 
working out of the Alcohol Beverage Control Commission in Boston. 

Mr. Deroun1an. Do you happen to know how many inspectors the 
District of Columbia has at the present time under the Alcoholic 
Beverage Control Board ? 

Mr. Joserus. I believe it is around 12. 

Mr. Derountan. Thank you. 

The CuarrMan. Are there further questions? 

Mr. Netsen. Mr. Chairman, I was wondering if prior to my coming 
before the committee there had been any instances cited as practices 
here in the District that has brought about the consideration of this 
measure. 

The Cuammnan. I believe he did not mention any specific cases. 
Did you? 

Mr. Josrrus. Not with reference to the District of Columbia. I 
think that will be brought out in further testimony. 

The Cuarrman. Mr. Smith, do you care to ask any questions? 

Mr. Smiru. No questions. 





—— 
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The Cuarrman. Mr. Foley ? 

Mr. Fotry. No questions. 

Mr. Wier. Mr. Chairman, I see the great State of Kansas has a 
letter in here. 

The CuarrMan. We have had that included in the record. 

Thank you very much, Mr. Josephs. 

Mr. Joserus. Thank you very much. 

The Cuarrman. Mr. Hilliard Schulberg, executive director of the 
Washington Retail Liquor Dealers Association. 

Mr. Schulberg, if you will come to the stand and give us your opinion 
on this proposed legislation. 

Mr. Schulberg, if you will give the reporter your full name and your 
title. 


STATEMENT OF HILLIARD SCHULBERG, EXECUTIVE DIRECTOR, 
WASHINGTON RETAIL LIQUOR DEALERS ASSOCIATION 


Mr. Scuutperc. Mr. Chairman and members of the committee: 

My name is Hilliard Schulberg. I am the executive director of the 
Washington, D.C., Retail Liquor Dealers Association, an organization 
composed of the proprietors of retail stores which sell alcoholic bev- 
erages for off-premises consumption. I am appearing here today on 
behalf of the association in support of H.R. 7375, a bill to amend the 
District of Columbia Alcoholic Beverage Control Act. 

At this time, Mr. Chairman, I would like to suggest to the com- 
mittee some technical amendments to the bill for the purposes of 
clarification. 

One page 1, line 9, add the word “import” before the word “permit” 
to clarify the type of permit meant. 

On page 1, line 10, strike “the second paragraph of section 6 of”. 

The reason for this is that this is a wrong designation. The sec- 
tion controlling in the ABC statute is unnumbered and therefore 
should have no section reference. 

On page 2, line 2, after the word “bottle”, add a comma, then the 
word “can” and after the word “case,” the phrase “one-half case”. 

The reason for this is that this would enable the historic method 
of distribution in the District of Columbia beverage industry to be 
continued, especially in the sale of beer where the 6-pack and the 12- 
pack are popular with the public. 

In other words, the 6-pack would be a quarter of a case, the 12-pack 
a half case. 

Mr. Scuutzerc. The proposed legislation provides as follows: 

1. Licensed suppliers, whether manufacturers or wholesalers, and 
retailers who are holders of import permits under the act, shall file 
a schedule of minimum consumer resale prices with the ABC Board, 
effective for a quarter annual period, for every brand of alcoholic 
beverages sold in the District, both by the bottle and by the case. 

2. The Board shall furnish each such manufacturer, wholesaler, and 
retailer who sells alcoholic beverages for off-premises consumption, a 
minimum consumer resale price list. 

8. Each such retailer shall make the minimum consumer resale 
price list readily available for inspection by consumers. 

44261—59——3 
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4. Each such retailer may not sell below the minimum consumer 
resale price then in effect. 

5. All licensed suppliers shall file a schedule of costs to retailers 
with the ABC Board for every brand of alcoholic beverages sold or 
offered by such suppliers to such retailers, by the bottle and by the 
case, including discounts if any, effective for a quarter annual period, 
and that such costs and discounts shall be individual for each item 
and not in combination with any other items or item, nor shall such 
discounts be based on deals in excess of five cases. 

6. Supplemental filings by suppliers in order to include new items 
or to meet competition, shall be permitted. 

7. The ABC Board shall make such filings available to the public, 
suppliers, and retailers. 

8. That the ABC Board is given authority to grant exemptions 
where necessary to preclude hardship and where it is not inconsistent 
with the purpose of the legislation. 

9. In the event of a violation, licensees may, after a hearing by the 
Board, have their licenses suspended or revoked. 

10. Additional revenue will be available for the District of Co- 
lumbia and the expense of enforcement will be borne by the industry 
in the form of increased license fees. 

There would appear to be ample legal authority for a statute such 
as the instant bill. The Supreme Court of the United States, speak- 
ing through Mr. Justice Frankfurter, has stated that— 
if a State for its own sufficient reasons deems it a desirable policy to standardize 
the price of liquors within its borders, either by direct price-fixing statute, or 
by permissive sanction of such price fixing, to discourage the temptations of 
cheap liquor due to cutthroat competition, the 21st amendment gives it that 
power. 

The business of selling alcoholic beverages, unlike that of selling 
other commodities, is unique. This is evidenced by the restrictions 
which have been established nationally and locally. The sale of alco- 
holic beverages in the District of Columbia is subject to licensing and 
controls which govern the location of the store, the hours during which 
beverages may be sold, the type of individual who may engage in the 
business or who might be employed in the store and the age of per- 
sons who may purchase, among other restrictions. 

It has become increasingly apparent over the past several years 
that the existing alcoholic beverage control laws and regulations of 
the District of Columbia are not adequate for the protection of the 
public or those engaged in the industry. The alcoholic beverage in- 
dustry in the District of Columbia has fallen victim to vicious cut- 
throat competition. Certain few cutthroat operators, in an attempt 
to dominate the industry, are breaking down orderly distribution by 
misleading come-on advertisements set up to lure the innocent public 
and by offering nationally advertised brands of alcoholic beverages 
at ridiculous prices. It it not uncommon in the District of Columbia 
to see alcoholic beverages advertised and sold at cost or below, at 
prices ranging from a penny to 17 cents a fifth, even though the taxes 
alone paid on these items run anywhere from $1.50 to $2.50 per bottle. 

I should like to demonstrate, if I may, to the committee a montage 
of advertisements which appeared in the public press of the District 
of Columbia over the past several years, indicating the type of sales 
and alleged bargains and come-on’s offered by these cutrate artists. 
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Look at some of them: Ten-cent sale, 1-hour sale, 4 cents, 3 cents, a 
hundred-proof whisky for $1.99 where the taxes alone would be $2.35 
or $2.50. That is the price war. One, 11 cents a fifth. That is the 
kind of competition that the legitimate dealer has to face. Here is an 
ad with every national brand at cost or below. How do they do it? 

When a merchant advertises cutrate prices on nationally advertised 
brands not to sell these products as such, but rather to bring customers 
into his store, a practice known as loss-leader selling, he is debasing 
the national brand. He tricks the consumer into falsely believing that 
all the goods he sells are low priced. He plays havoc with the dis- 
tribution system of the popular brands by making it impossible for 
other retailers to make a profit on those brands, for when one retailer 
advertises a popular brand at a cut price, other retailers must meet 
his price or get a reputation for overcharging their customers. When 
everyone is selling a popular brand at retaliatory, cutrate prices, it 
loses its customer pulling power. It becomes a profitless item and 
even the original price cutter eventually loses all interest in promoting 
or selling it, along with all other retailers. 

Such tactics are not in the public interest; they are unjustified and 
uneconomic. It is obvious that if one article is sold at a loss, a wider 
profit must be made on other articles to recover that loss. Or the cut- 
rater must get special deals or secret discounts, so that he has his profit 
before he makes a sale. This last statement would seem to be ad- 
mitted, for according to the Washington Post and Times Herald of 
May 31, 1959, the owner of a large cutrate store was quoted as explain- 
ing that the big dealers would not be able to negotiate with the 
suppliers for better prices on large special orders for high-volume, 
low-price sales, if this bill becomes law. Shades of the Robinson- 
Patman Act. 

Now I would also like to place into the record an ad, and I will 
read it, which appeared recently in the Washington Star: 

Half pint sale. Save 30 cents. Regular price $1.18. Nationally famous, Old 
Blue Springs, 90-proof Kentucky straight bourbon, 4 years old. Twelve half 
pints for $10.50. Central has the lowest prices on half pints. 

Who is the man trying to entice, juveniles, bootleggers? The aver- 
age retailer cannot buy 90-proof whisky for 88 cents a half pint. 

The Cxarrman. Without objection, that will be inserted in the 
record. 

Cutthroat competition in a field fraught with social implications 
can lead to serious health, police, welfare, and economic problems. 
A previous Congress, investigating the administration of the District 
of Columbia Alcoholic Beverage Control Act, issued a report which 
stated, in part: 

* * * Cutting of liquor prices is almost universal in the District and has 
become a serious problem * * * Competition has become increasingly more keen 
and prices have generally been reduced so low that it is difficult for the small 
dealer who is honest to operate his business profitably * * * Competition so keen 


that it produces chaotic conditions and becomes ruinous to a fair proportion of 
the legitimate dealers should not be permitted to continue. 


But, despite this admonition, these conditions have been permitted 
to continue and both the industry and those charged with the enforce- 


ment of the ABC laws admit that chaotie conditions exist and that 
something should be done. 
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Although the proposed legislation is much less restrictive than the 
legislation which many States have found desirable, and which the 
courts have consistently upheld, the opponents of the bill have at- 
tempted to create misunderstanding and misconceptions of its pur- 
pose and effect. 

The opposition to this proposed legislation, which comes principally 
from a few cutrate retailers, a few wholesalers owned or controlled 
by out-of-State suppliers, is uninformed and misleading. 

It has been argued that restraints upon the liquor business are un- 
desirable—a position that is at odds with all accepted authority. As 
pointed out in Miller v. State (174 Md. 362, 371) : 


In the field of regulatory law, more attention has perhaps been given by legis- 
latures to the control and management of the liquor business than of any other 
traffic, because of the ease with which the privilege of engaging in it may be 
abused, and the social evils ordinarily incident to such abuse. 

The opposition also pleads that “bargain price” or “cheap” liquor 
is desirable. Dr. Hirsch, an accepted authority, points out that in the 
18th century England— 

* * * As part of the early efforts to build up her own industries and to encour- 

age agricultural expansion, England imposed heavy tariffs on wine and encour- 

aged gin production. Spirits, as gin was then called, were cheap; and every 

EPR Tee patrotic appeals—were given the populace to purchase 
em. 

By the middle of the 18th centry, public leaders every where—doc- 
tors, ministers, artists, and writers—began to inveigh against the 
breakdown of family life, the debauchery, and the licentiousness 
which this policy of “cheap” spirits had encouraged, and England 
embarked upon a permanent policy of coping with drinking excesses 
by preventing distilled spirits from becoming “cheap.” 

Her policy of controlling consumer resale prices, along wtih regula- 
tions as to the manner, time, term of sale, and licensing of “pubs” has 
made, and kept, England a nation of moderate and temperate 
drinkers—the objectives of all liquor control. 

Opponents of the proposed legislation apparently feel that price 
wars are desirable, and contend that they do not disrupt the market or 
stimulate the sale and consumption of liquor. It is further pleaded 
that since the proposed lgeislation would help eliminate price wars 
the bill is bad. Perhaps no better rebuttal can be found than that of 
the court in Reeves v. Simon ((Ky.) 160 S.W. (2d) 149), which says: 

The proof shows that due to price cutting and to cutthroat competition by 
producers, wholesalers, and retailers, chaos existed in the trade which resulted 
in law violations, excessive use of intoxicants, and other conditions detrimental 
to the commonwealth. The evidence is to the effect that the fixing of minimum 
prices had a stabilizing effect upon the industry, done away with ruinous com- 
petition, resulted in less consumption of intoxicants by the public, and has 
caused liquor to be sold in more wholesome surroundings * * * 

A position that court after court has taken. 

Out of the experience of the preprohibition, prohibition, and post- 
prohibition eras, many States turned to price control regulations in 
order to eliminate price wars, promote orderly distribution, and thus 
encourage temperance. Forty-three of the Etty States today have 
some form of price maintenance laws controlling the sale of alcoholic 
beverages. 
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In the cases where price control legislation has come before the 
courts of the various States, the evils of price cutting and price manip- 
ulation have been repeatedly condemned. The following examples 
are typical: 

In % ipson V. Morley ((Ark.) 223 S.W. (2d.) 79), the court stated: 
Unlawful sales to minors and drunkards, the offering of free samples, the 
effort to increase sales by cutrate price and other competitive practices freely 
allowed, and commonly encouraged, in other and more harmless fields of com- 
merce, are among the evils against which our legislation seeks to guard. 

And a New Jersey court in Gaine v. Burnett ((N.J.) 4Atl. (2d) 37) 

said : 
Fixing the price at which liquor is to be sold is an ancient method to prevent 
abuse in the use of a commodity of much social disadvantage * * *. Nothing 
can promote greater fairness in the liquor trade than to fix the price of sale. 
All dealers and customers stand precisely on the same footing. 

It is interesting and significant that no court of last resort has ruled 
State resale price control, as such, unconstitutional. And it is the 
sincere expectation of the proponents of this legislation that it will 
help to eliminate price wars; that it will protect honest and respect- 
able local retailers and wholesalers from predatory price manipula- 
tion; that it will bring reasonable, equitable, and uniform prices to 
consumers throughout the District; and that it will help insure a 
continuation of the tremendous tax revenue to the District that only 
a healthy, well-regulated industry can produce. 

It is also stated by its opponents that the last traces of price com- 
een in the liquor industry would be wiped out, and there would 
- a general rise in prices to the consumer if this legislation becomes 

w. 
The truth is that the proposed legislation creates, and construc- 
tively controls, the only kind of competition that can, under modern 
conditions, give the public a better product at a lower price. 

Let us examine the situation prevailing in the District of Columbia. 
Sometimes it has been unfairly said that we have the highest per 
capita consumption in the country. A great part of that high per 
capita consumption is caused by the fact that this market is geared 
to a volume basis with a rapid turnover and a small profit, in conse- 
quence of which a great deal of the alcoholic beverages which are sold 
in the District of Columbia are purchased by people from other locali- 
ties. Having developed this volume method of doing business, those 
engaged in the industry certainly do not want to price themselves out 
of business. Second, the competition locally is so keen and the fact 
that the surrounding State of Virginia and Montgomery County in 
Maryland are monopoly controlled, make it obvious that the average 
prices could not be increased. 

It is also patently clear that due to keen competition at all levels 
of distribution, supplier X is not going to raise his prices over those 
of supplier Y, because if he does, he will soon find he has priced 
himself out of the market. 

Now let’s look at the record. Listed are six leading brands sold 
in all three latter areas. ‘The prices are controlled in Virginia and 
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Montgomery County. The prices listed for the District of Columbia 




















are the suggested resale prices. 

Virginia Montgomery} District of 

County Columbia 

cee nin ena tekieennoe eat eanreeenians $4. 10 $4. 29 $3. 99 
RE SEAT LE PSA is i phase EEE i i ids GE 4.00 4. 28 3. 87 
I. W. Hope Oe is ink. Spc esi- bass Sand id otin- nts 5. 60 5.75 5. 54 
ee OE EE rs hs tak owe earn sand amwakipg 5. 60 5. 78 5. 54 
I EM aioe 5. id tere voocburs chudlececsbocen 5. 60 5.71 5. 54 
I hich adn ek rthtohree neanektcnnint sing mete wins 5. 20 5.41 5.39 | 





Mr. Forxy. If the gentleman will yield for a question, will you 
explain the control mechanism in Montgomery County on the fixing of 
prices 

Mr. ScuuBera. As I understand it, Mr. Foley, the county operates 
as a monopoly and fixes its prices. It is fixed by the chairman of the 
county board, I presume. 

Mr. Fotry. Since the county is the only source of supply, the liquor 
board in the county determines what they want to sell a particular 
product at, and that is uniform throughout the county because the 
county isthe only outlet. Is that correct ? 

Mr. Scuvutpere. That is correct. 

Mr. Broyum.. Mr. Chairman. 

The Cuarrman. Mr. Broyhill. 

Mr. Broyuiu. As I understand it, these are the suggested retail 
prices in the event this legislation is enacted into law. 

Mr. Scuuxsere. Mr. Broyhill, I would say this to you. I will sub- 
mit these for the record. Here isa history of suggested resale prices 
for the District of Columbia dating back to 1952 through June of this 
year. These are our official price books where suggested retail prices 
are published. 

You will find that suggested resale prices have not gone up in the 
District of Columbia and have always been consistent with the excep- 
tion, of course, of the tax increases. 

Mr. Broruiiz. Actually, these would become the retail prices in 
the event this legislation 1s enacted into law? You would still give 
Virginia unfair competition. 

Mr. Scuursere. I do not think so, sir. 

Mr. Broyuty. I will strike the word “unfair.” 
highly competitive with Virginia; are you not? 

Mr. Scuuxzerc. I would say we are competitive. I would say also, 
without mentioning the names of the brands, that there are many 
brands where Virginia is lower than we are. 

Mr. Broyuut. I notice on Canadian Club that Virginia would be 
ower. 

Mr. Scuutzerc. I would be glad to make my Virginia price list 
a part of the record. 

Mr. Broruiu. I frankly feel price wars are very highly undesirable. 
I also appreciate the fact that the liquor industry is possibly one of 
the most prague” industries we have insofar as regulations and exces- 
sive legislationisconcerned. 

However, I am wondering why you would feel that we should pre- 
vent price wars in the whisky industry here or prevent advertising of 


You are still being 
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lead items which are normal in many other businesses, such as depart- 
ment stores, grocery stores, clothing stores. They advertise lead items, 
sometimes nationally known brands, at less than cost. Is that not 
normal with the American principle of free enterprise and competitive 
business? How does it differ in the whisky industry ? 

Mr. Scuu.perc. The answer to that, Mr. Broyhill, is this: For ever 
and a day the whisky industry has been held to be different from any 
other industry. The a ma store or drygoods store does not have 
the multiplicity of regulations to comply with. He is not told what 
hours he can be open, whom he may employ, whom he might sell to. 
The dry goods store can sell to a minor, we cannot sell to a minor. 
We have a social, a welfare, and a police problem involved with the 
use of our product. 

Excessive use of our product, we realize, can lead to very dangerous 
things, affecting the welfare of the citizens of the community, besides 
the welfare of the individual who might be using the product to excess. 

One thing the industry has preached—and I think you will agree it 
has preached sincerely—is moderation and temperance in the use of 
its product, because we realize the dangers of excessive use, just like 
one who might eat excessively can get awfully sick, too. 

Mr. Broyutt. I realize the responsibility the liquor industry has 
in that regard, but you refer in your statement to the public being 
deceived or fooled in the advertising of these lead items. 

Mr. Scuutperc. The answer is this: I guess it works in many indus- 
tries besidesours. Takea look at this: 


One-hour sale, 12 to 1 p.m., one bottle to a customer. 


How many people can get there from 12 to 1 who are working? 
They might get the false illusion that here is the cheapest man in 
creation. 

Mr. Broyniti. Suppose a radio store downtown did that, or an 
appliance store or department store. Would you think that should 
be any more tolerable than this? 

Mr. Scuuzerc. I do not consider that ethical business practice, 
but we have even more of a problem in the liquor industry. These 
people have excellent salesmen. These men are in business. I do 
not care whether they are in the radio stores which you refer to, sir, 
or in the liquor business. No man is in business not to make money. 
He is in there to make a profit. If he has to give this merchandise 
away at a loss or at cost, he cannot make it. He is no miracle man. 
Somebody has to be subsidizing him. 

Mr. Broruiz. I have great sympathy for the problem of the whisky 
industry here. I was trying to get you to state the case'a little more 
clearly, insofar as protection to the public is concerned, on price wars 
and advertising of lead items. 

Mr. Scuutsera. The public goes into these stores, they read about 
this wonderful so-called bargain, but how many can get the bargain ? 
When they get in, they are cajoled, they are enticed, everything is 
done to sell them something else. 

Mr. Broyuix. Is not that done in every type of merchandising ? 

Mr. Scuutpera. Yes; it is. I say it is a practice that I believe is 
unethical, and there should be some control. You said the barring 
of advertising. This bill does not bar any advertising of alcoholic 
beverages or the prices at which they may be sold. 
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As a matter of fact, if this bill becomes law, we are opening up our 
souls to the public. We are saying to the public, “Look, filed with 
the Alcoholic Beverage Control Board as a matter of public record, 
here is what this merchandise costs us, here is what we sell it at. You 
can see whether or not we are profiteering. Are we making 2 percent 
or 100 percent?” We are willing to bare our souls to the public, but 
we want to be able to exist. 

Mr. Broyui. The liquor industry would be required to do that, 
but no other ? 

Mr. Scuuxperc. This is strictly limited to the alcoholic beverage 
industry, as it is in most States today. 

Mr. Ricenlenhd As to the suggested resale prices on page 7, would 
that include the District of Columbia sales tax , 

Mr. Scuutserc. No, sir; none of these includes taxes. As I under- 
stand it, Virginia does not have a sales tax. 

Mr. Brorni. No. 

Mr. Scuutserc. Maryland has a sales tax. 

Mr. Broruim. Actually, this list of suggested prices for compar- 
ison is not a complete picture. 

Mr. Scuutperc. It is accurate because the law says the sales tax 
in the District of Columbia must be added to the price after the pur- 
chase. We are not permitted to include it in the price quoted to the 
consumer under the law. 

Mr. Broyruit. Is it 2 percent in the District ? 

Mr. Scuuserc. Two percent in the District of Columbia. I be- 
lieve Maryland is now 3 percent. 

Mr. Broyuity. We may find Virginia would be highly competitive 
when we get through. 

Mr. Scuutserc. By the time we get through, I think Virginia 
would be out in front. 

Mr. Broyum.. Thank you. 

Mr. Scuutzerc. Of course, the cutthroat operators are below these 
suggested prices. But an examination of the suggested resale prices 
for the District will show that in the last 5 years, no price rises have 
taken place, except for tax increases. 

Yet ruinous, cutthroat competition exists in the District today, per- 
haps even more viciously than in the past. It is undermining the 
theory upon which our entire system of orderly distribution of alco- 
holic beverages is based. We think you will agree with us that in the 
enactment of ABC legislation, the main objectives were to provide 
for orderly distribution, to promote temperance, and to avoid the 
evils formerly associated with the industry prior to prohibition. 

The alcohol beverage industry in the District of Columbia is com- 
posed in the main of intelligent, honorable, and capable small busi- 
ness men and women. These dealers have given very careful con- 
sideration to this measure. They have had years of experience and 
they have, with almost a unanimity of opinion, expressed the belief 
that such legislation will eliminate the chaotic conditions resulting 
from this cutthroat competition, this destructive and antisocial loss- 
leader selling and that it will protect the public interest. It will 
enable the consumer to buy his favorite nationally advertised brands 
at any store with the knowledge that the price he pays is held by the 
supplier, under the full pressure of competition, at a minimum figure 
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which permits the maintenance of honest quality. It will protect the 
consumer from so-called bargain sales which expose him to high, 
often exorbitant prices chinna for off-brand goods. It will give the 
ABC Board additional enforcement powers to truly carry out the 
mandate of the Alcohol Beverage Control Act, control over the 
orderly distribution of alcoholic beverages. It will raise additional 
revenues for the District of Columbia. 

Tosummarize: 

H.R. 7375 is essential—legally, socially, and economically. 

There can be no question that resale price control of wine, beer, and 
liquor is essential. 

here is no such thing as “bargain” liquor—the public pays dearly 
for the resulting social abuses. 
: Price wars create intemperance and immoderation in the use of 
iquor. 

Nationally advertised brands of liquor are selling below cost in 
numerous stores throughout the city. 

“Bargain sales” and “loss leaders” are probably the most potent 
inducement to unduly increased sales, and the improper consumption 
of distilled spirits. 

Price wars create instability within the industry. 

Price wars tend to break down the ethics of the industry. 

“Price baiting” by large cutraters tends to convince the customer 
that the small neighborhood retailer is, in fact, a robber—and should 
be avoided. 

“Price baiting” invariably depresses the prestige and patronage of 
all independent neighborhood stores in the area. 

“Price baiting” forces the little man out of business and leaves the 
field to the price baiter. 

“Bargain sales” by large price cutters distort and tend to weaken the 
pari e of local control over the sale and consumption of alcoholic 

verages. 

The proposed legislation is based on findings as a result of long, 
careful study by the trade associations, State liquor administrators, 
and various State legislatures. 

It does not fix prices. 

It will not restrict free enterprise and competition. 

It will not raise prices to the general public, but assures that savings 
effected in manufacturing and distribution will be passed on to the 
customer. 

It will help eliminate the kind of sales pressure that uses the possible 
loss of an exclusive franchise—as a means of causing “dumping” and 
“loss selling” to the retailer. 

It will eliminate the kind of competition that allows large, out-of- 
State distillers to force local wholesalers and retailers to ruinous cut- 
price tactics with all their attendant social evils. 

It will put limitations on irresponsible competition at the retail 
evel. 

It will prevent individual abuse in the distribution of alcoholic 
beverages, just as the child labor laws; Securities Exchange Act; the 
Federal Trade Commission Act; pure foods and drug laws; minimum 
Hh i and hour laws; and zoning laws * * * prevent abuses in other 

elds. 
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It will remove the temptation to violate ethical business practices, 

It will prevent the demoralization that grows out of unfair price 
manipulation. 

It will help prevent the purchsae of “bargain priced” or “cheap” 
liquor by intemperate persons, those otherwise delinquent, or by 
minors. 

It will impose only those restrictions that have been found necessary 
in the public interest, and that have widespread legislative and court 
sanction. 

It is desirable as it has proven to be of assistance to liquor control 
authorities in maintaining orderly markets—and, is therefore in the 
public interest. 

It will discourage monopoly. 

It will prevent cutthroat price wars and enable the small inde- 
pendent retailer to stay in business. 

It will create the only kind of competition that can, under modern 
conditions, give the oe Pom true values for accepted quality merchan- 
dise and maintain and direct vigorous competition between suppliers. 

It, fairly and uniformly enforced, is essential for a stable, ethical, 
prosperous, and law-abiding industry. 

It will yield the benefits of stable Federal and local revenues, greater 
compliance with the law, temperance, and moderation. 

It does provide for equitable prices throughout the District, and 
does encourage consumers to buy in their own local neighborhoods, 
This returns to the community not only the economic good, resulting 
from increased business activity, but, also, as a result of our system of 
taxation, added revenue and better control. | 

It recognizes and strengthens the principle that the sale of alcoholic 
beverages in neighborhood stores is the most effective means of serving 
the public convenience and advantage and provides for better control. 

It will thus assure compliance with declared District policy as to 
sales and distribution of alcoholic beverages—not possible to effect 
by self-regulatory code of industry trade associations. 

It is in the public interest, socially and economically. 

The necessity for the proposed legislation is generally recognized. 

It is supported by an overwhelming majority of retailers. 

It is supported by an overwhelming majority of the wholesalers. 

It is supported by leading national distillers. 

Legislative and legal sanctions throughout the United States is over- 
whelming for resale price control of alcoholic beverages. 

There are a large number of neighborhood licensees who have in- 
vested their life savings—have worked long hours—in order that they 
might be independent merchants. These family-owned businesses are 
threatend by the big cutrate stores. 

The many small neighborhood retailers should not be sacrificed for 
the benefit of a few greedy individuals. 

The selfish interest of the few who are opposed to the proposed 
legislation should not be permitted to bring injury to local retailers 
and wholesalers and to the District—the legitimate interest of the 
et who are being injured must not be ignored for the sake of the 

ew. 

We earnestly request your favorable consideration of H.R. 7375. 
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(The addendum to Mr. Schulberg’s statement follows :) 


REFERENCES 


“Alcoholic Beverage Control,” an official study by the Joint Committee of the 
States To Study Alcoholic Beverage Laws. 

“Alcohol Education,” pages 22 to 28, Dr. Joseph Hirsh. 

Court references pertinent to resale price laws: 

United States v. Frankfort Distillery, 324 U.S. 293, 89 L. Ed. 951. 
Miller v. State, 174 Md. 362, 371. 

Reeves v. Simon (Ky.) 1603 W. (2d) 149. 

Gipson v. Morley ( Ark.) 223 8.W. (2d) 79. 

Gaine v. Burnett (N.J.) 4A. (2d) 37. 

“Problems of Liquor Control,” Julia B. Johnsen. 

“Summary of State Laws and Regulations Relating to Distilled Spirits and 
States Having Some Form of Price Maintenance Laws,” Distilled Spirits In- 
stitute (Alabama, Arizona, Arkansas, California, Connecticut, Delaware, 
Georgia, Hawaii, Idaho, Illinois, Indiana, Iowa, Kansas, Kentucky, Maine, 
Maryland, Massachusetts, Michigan, Minnesota, Missouri, Montana, Nebraska, 
Nevada, New Hampshire, New Jersey, New Mexico, New York, North Carolina, 
North Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, Rhode Island, South 
Dakota, Tennessee, Utah, Vermont, Virginia, Washington, West Virginia, 
Wisconsin, and Wyoming). 

“Report of Special Subcommittee of the House District Committee to House of 
Representatives” (76th Cong., 3d sess.). 

The Cuarrman. Thank you very much, Mr. Schulberg. Are there 
any questions ? 

Mr. Wier. Mr. Chairman. 

The Cuatrman. Mr. Wier. 

Mr. Wier. I can assume that you are well acquainted and well 
versed on the retail outlets you feel are giving you considerable difli- 
culty. 

Are these so-called cutraters located in low-income sections of the 
city or are they scattered generally in all parts of the city ? 

Mr. Scuvutperc. They are scattered, sir. 

Mr. Wier. They are scattered ? 

Mr. Scuuxpera. Yes, sir. 

Mr. Wier. I would gather from these sales that they are induce- 
ments to the low-income sections of the city where the availability 
of money to buy this is limited. 

Mr. Scuutzerc. They are scattered, sir. Some are in the high-in- 
come areas and, of course 

Mr. Wier. Do you have bargain hunters in the higher income 
sections ? 

Mr. Scnutzere. You might. I assume people read the newspapers 
and you have lines outside of stores. 

Mr. Wier. Do you have any here around Capitol Hill? 

My next question is this. Maybe this is a move in the direction of 
self-preservation because it is only about 3 years ago that there was 
a lot of sentiment around this House on the question of revenue for 
the District, and legislation was introduced to turn over all of the so- 
called off-sale liquor distribution to the District for operation by 
municipal ownership. That would have brought about what you are 
peng here, uniformity of prices all through the District. 

_ If the District would have to do that, why can you fellows not do 

it with this law enacted ? 

Mr. Scuuzerc. The objectives could be accomplished if this legis- 
lation were to be enacted. 
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Mrs. Wets. Do you have any idea how many of your small liquor 
dealers have been forced out of business through this practice? 

Mr. ScHuperc. We have had two bankruptcies this year. 

Mrs. Weis. Are they directly attributable to this? 

Mr. Scuuuperc. I would say so. I know this. In making my 
rounds and visiting the various stores, I have been told of the loss 
of income, the reduction of taxes, the filing of amended tax returns 
to both the Federal and District Governments because they are going 
to be paying less taxes. They are just not making it. 

Incidentally, I might point out for the committee that this bill 

rovides a minimum of $56,000 in increased license fees so there will 

no cost to the District for the administration of this law. There 

will be no cost to the District and there will probably be extra revenue 
from the tax angle. 

I would also point out to this committee, if I may, that I have a 
letter from Mr. Karrick, who is a mostly estimable member of the 
Board of District Commissioners, who is in charge of the supervision 
of the ABC Board. He writes me that the ABC Board studied the 
bill and holds the opinion that it would be unwise to favor the legis- 
lation for the reasons, “It believes that the legislation does not provide 
adequately policing and enforcement provisions.” It does not attack 
the merits of the bill. 

May I point out to this honorable committee that the enforcement 
provisions are already in the statute. Section 17 of the statute pro- 
vides: 

If any licensee violates any of the provisions of this act or any of the rules 
or regulations promulgated pursuant thereto, the license of said licensee may 
be revoked or suspended by the Board. 

That, to me, is the ultimate in enforcement. 

As far as policing, we only have a 10 square mile area. We already 
have 12 inspectors. The money provided for is earmarked for the 
ABC Board, which will give them opportunity to hire more inspectors 
if they need them. I cannot fully comprehend the letter I have from 
Mr. Karrick. 

Mr. Harmon. It has come to my attention just recently that there 
are truckloads, say 2,000 cases, of beer coming in from out of State 
or out of territory not going through the wholesaler who pays the 
license to operate. Certainly individuals in this business cannot take 
that many cases, so they distribute around. Are you aware of that 
condition ? 

Mr. ScuurperG. The only way I can answer that, Mr. Harmon, is 
that under the District law if a brand is not available through an 
established wholesaler, a retailer may apply to the ABC Board for 
a permit to bring in that brand into the District of Columbia. 

Mr. Harmon. There is no permit; this is brought in here and de- 
livered direct to the retailer. 

Mr. ScuuxserG. Surreptitiously? No. 

Mr. Harmon. I am investigating it and I am inclined to believe 
when I see these things here that hard liquor or whisky and wine is 
being handled the same way, which is probably causing you people a 
lot of trouble. 

Mr. ScHurpera. Maybe that is so. 

Mr. Harmon. This might help eliminate that. 
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Mr. Scuutserc. I am confident if that exists, this would help elim- 
inate it. 
Mr. Harmon. You are not aware of it? 
Mr. Scuuuperc. I have no knowledge of such things. 
Mr. Harmon. I have. 
Mr. DerouniAn. In your montage, there was 3 cents ad listed. I 
did not get the rest. What is that 3-cent sale? 
Mr. Scuu.pere. It says, “We said we would do it. Here it is. Wed- 
nesday only, 12to1p.m. One-hour sale. Three cents.” 
Here is a bottle of Scotch for 3 cents, a bottle of Passport Rum for 
8 cents, a bottle of straight Kentucky bourbon for 3 cents. You gen- 
tlemen know the taxes alone on that are $2.25 to $2.50 besides the 
cost of the item. 
Mr. DerounrAn. You talked about half pints being sold a dozen 
for $10 and a few cents. 
Mr. Scuutpera. Yes, sir. 
Mr. Derounran. What individual would have use for 12 half 
ints ? 
4 Mr. Scuutserc. The only one I can see that could have use for 
that is possibly a juvenile—I hope they do not get it—or persons who 
might buy it for resale, bootleggers, which is a problem here in the. 
District. 
Mr. Deroun1an. Thank you. 
The Carman. Thank you very much, Mr. Schulberg. 
The next witness on my list is Mr. John D. Holland, president. 
the Maryland Supermarket. 
a. Holland, do you care to file a statement or make an oral state- 
ment ¢ 
Mr. Hottanp. If I may, I would like to read my statement. 
Mr. Cuarrman. How long is it ? 
Mr. Hotianp. Only five pages. If you would prefer, I can pass 
them out and you can ask me any questions you like concerning it. 
The Cuamman. How long did you say it is, Mr. Holland ? 
Mr. Hoiianp. It would not take over 10 minutes, but I would be 
ppry to file it with the committee if you prefer. 
e@ CHarrMAN. We have only 10 minutes for three witnesses. 
Mr. Hotxianp. Just file it, then. Much of it is a repetition of what 
Mr. Schulberg has said. If there are any questions, I would be happy 
to answer them. I will just submit it. Thank you very much. 
(The statement of Mr. Holland follows :) 


STATEMENT OF JOHN D. HoLianp, A Retart Liquor DEALER AND VICE PRESIDENT 
OF THE WASHINGTON, D.C., Retart Liquor DEALERS ASSOCIATION 


Mr. Chairman and members of the committee; my name is John D. Holland. 
I am a native and resident of the District of Columbia. I have owned and 
operated the Maryland Market, located at 1301 Pennsylvania Avenue SE., since 
1929 and have held a class A retail license to sell alcoholic beverages in the Dis- 
trict since repeal. 

As the proprietor of one of the largest and oldest independently owned retail 
grocery and beverage outlets in southeast Washington, also as vice president of 
the Washington, 1D.C., Retail Liquor Dealers Association, I appear before you in 
support of H.R. 7375. 

Positive control of the sale and distribution of beer, wine, and liquor which 
the proposed legislation would establish, will serve the best interests of my 
customers who form an important segment of the local consuming public. 
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It will protect them and our entire community against the social abuses 
which are now being encouraged under our present uncontrolled system of 
beverage distribution. 

It will discourage intemperance, which the existing system now tacitly con- 
dones by permitting a few greedy merchants to blatantly advertise and pro- 
mote bargain-price sales, quantity discounts, 2-hour sales, 1-cent sales, and all 
the other misguided merchandising tactics which have for their ultimate aim 
the enticement of the public to buy and to consume more alcoholic beverages 
than would normally be bought and consumed without these inducements. Re- 
cently I saw an ad in a local newspaper offering 12 half pints of 90-proof whis- 
ky at a bargain price lower than I could buy them for myself. I wondered 
what type of trade that dealer was so openly soliciting. 

It is quite true that an important part of my own income is derived from the 
Sale of alcoholic beverages. It is also true that as a licensed dealer in these 
products I am keenly aware of the responsibility to the consuming public and 
to my community which the possession of that license imposes upon me. Cer- 
tainly, the basic reason for licensing qualified individuals to sell alcoholic bev- 
erages is to assure the orderly distribution of products of recognized social 
implications in order to make these products lawfully available—under rigidly 
regulated conditions—to those who can, and habitually do, use them discriminat- 
ingly and in moderation. By no stretch of the imagination does that license 
grant me, or anyone else, the right to do anything—for purely selfish pur- 
poses—which might induce or encourage the intemperate use and abuse of 
these products. 

Yet our present ABC laws and regulations do permit existing trade practices 
which are destructive of the major aim of all basic principles of alcoholic bev- 
erage control and are, therefore, diametrically opposed to the best interests of 
the consuming public. 

I assure this committee that all but a meager minority of the retail beverage 
dealers in this city feel the same as I do about this matter. We firmly believe 
in, and every day do our best to promote the principle of “moderation” in the 
use of the products we sell. Being aware of the moral issues involved, we are 
therefore vitally concerned with the economic aspects of the situation and their 
bearing upon the continued well-being of our customers—the public—and our- 
selves as individual licensees. 

For the most part, we are small businessmen and responsible citizens in our 
own neighborhood communities. A large majority of our stores are of the 
mamma-and-pappa type—solely dependent for our livelihood on the successful 
operation of our businesses. We cannot survive under a system of liquor dis- 
tribution which paves the way for a greedy few to disregard the public interest 
and employ merchandising methods and cutthroat tactics that may or may not 
be tolerated in the distribution of any other type of commodity but are com- 
pletely intolerable in the distribution of alcoholic beverages. 

We now have had over 25 years’ experience with a system of distribution 
which was intended to control and limit the sale and use of alcoholic beverages. 
That system involves the licensing of individuals to be held responsible for operat- 
ing in strict accordance with a vast welter of restrictive laws and regulations 
which place much emphasis upon the various conditions of sale. Yet it becomes 
increasingly obvious that all of these existing means toward control lack the one 
vital element necessary to make the entire system fully effective. 

At present, the prescribed conditions of sale under which we operate stop 
abruptly at the precise point where they mean the most—the point where the 
public becomes directly involved in the transaction and, upon paying for the 
goods, actually acquires physical possession of this much-restricted product. 
For that reason, I contend that it is only reasonable to assume that the price 
which an individual pays for this product is the most important of all condi- 
tions of sale, and the establishment of a floor beneath which none of these prod- 
ucts may be offered or sold becomes the most important factor in controlling the 
sale and distribution of alcoholic beverages. 

In this connection, I think it pertinent to cite a current trade practice now 
permitted by existing control laws, which illustrates one of the reasons H.R. 7375 
is needed, bearing in mind that one rotten apple can ruin a barrel full. 

Certain selfish dealers now use well-known reputable brands of alcoholic 
beverages as loss leaders to bait the customer into the store in order to switch 
him to an off-brand product which carries a high profit for the dealer but is 
often of inferior quality—and by comparison with the reputable brand is far 
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from being a bargain to the buyer. At the same time, by pricing the reputable 
brand at or below his actual cost, the cutthroat dealer makes it impossible for 
his neighborhood competitor to do business without resorting to some similar 
snide practice. In such a transaction the public might end up by getting cheaper 
goods but it has to pay a price for these substitutes that far exceeds their real 
value. 

The important thing here is to understand that the profit which the store 
using loss-leader tactics now makes on the goods substituted for the more 
desirable products exceeds what the normal profit margin on these reputable 
brands would be under the proposed controlled minimum resale price law. 

The price baiters like to say they should be allowed to sell at any price 
they choose because their operating expenses are lower and they ought to have 
the privilege of passing on the resulting benefits to their customers. Being a 
retail merchant myself, I can assure you this is simply a grandstand play—a 
little flagwaving—to cover up the fact that these selfish dealers desperately need 
the established brands kept uncontrolled so they can be used as bait to entice 
customers into their stores where they can palm off their unknown, high-profit, 
cheap merchandise on the unsuspecting public. That’s not honest merchandising; 
it’s chicanery. 

Shortly after H.R. 7375 was introduced in Congress, opposition to it in the 
form of newspaper articles and advertisements appeared claiming this measure 
would stifle the system of free enterprise and result in increased prices to the 
consumer. Both of these contentions, in my opinion, are specious and spurious. 

As a licensed retail dealer for over 25 years, operating under numerous Fed- 
eral and local control laws and regulations, I have learned that the words “free 
enterprise” as applied to the alcoholic beverage business do not mean the same 
thing they do as applied to any other nonrestricted commodity. We are simply 
a part of a licensed control system of distribution, and while I cherish my per- 
sonal freedom and rights as a businessman as much as anyone else, I knew what 
kind of a system we were operating under when I first applied for my license. 
So did everyone else. 

In the quarter of a century since then, I have become thoroughly convinced 
that adequate Government controls are not only essential to the orderly distri- 
bution of alcoholic beverages, but without them the entire business would 
collapse into chaotic conditions even worse than those existing during the prohi- 
bition era. Considering the alleged price-fixing charge from a practical stand- 
point, the factor which will prevent high prices to the consumer under this pro- 
posed law is that the local supplier is the one who will designate the minimum 
resale prices for his goods, and this being a highly competitive business, no local 
supplier can afford to price himself out of the market. Also surrounded by rela- 
tively low prices in adjacent Montgomery County, Md., on the north and west, 
and Virginia on the south, it is simply a matter of commonsense that prices in 
the District will have to be held at or about their present low levels, not as a 
matter of choice but as a means of survival. : 

So, in conclusion, from my own experience as a merchant, I feel sure that 
this legislation will not result in higher prices to the consumer. On the other 
hand, it will prevent chicanery and halt the flow of this high-profit “cheap” 
liquor which is now flooding the market, encouraging intemperance, and dis- 
rupting the economy of the entire local beverage industry. 

Thank you for your favorable consideration of this much-needed measure. 


The Cuarman. Mr. Karrick, will you come forward and make any 
statement you would like to make. 


STATEMENT OF HON. DAVID B. KARRICK, MEMBER, BOARD OF 
COMMISSIONERS, DISTRICT OF COLUMBIA 


Mr. Karricx. Mr. Chairman, I would like to submit the letter from 
Mr. McLaughlin for the record. That represents the attitude of the 
commissioners on this matter. 

The CuatmrMan. Very well; it will be included in the record. 
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(The letter referred to follows :) 


GOVERNMENT OF THE DISTRICT OF COLUMBIA, 
EXECUTIVE OFFICE, 
Washington, D.C., July 29, 1959. 
Hon. JoHn L. McMI.an, 
Chairman, Committee on the District of Columbia, 
U.S. House of Representatives, Washington, D.C. 

My Dear Mr. McMiLian: The Commissioners of the District of Columbia have 
for report H.R. 7375, 86th Congress, a bill to amend the District of Columbia 
Alcoholic Beverage Control Act. 

H.R. 7375 has for its purpose the establishment of minimum consumer resale 
prices for the sale of liquor, wine, and beer, either by the bottle or by the case. 
This fixing of prices of alcoholic beverages would be accomplished by adding to 
the District of Columbia Alcoholic Beverage Control Act, as amended (48 Stat. 
819; title 25, ch. 1, D.C. Code, 1951 ed.), a new section 42 which would require 
manufacturers and wholesalers licensed under the act, and retailers issued a 
permit under section 6 of the act, to file with the Alcoholic Beverage Control 
Board each calendar quarter a schedule of minimum consumer retail prices 
effective for a 3-month period. While the bill permits some adjustment of the 
prices so filed in order to meet competitive prices, no price may be established 
which is lower than the competitive price. The bill contains provisions relating 
to the giving of discounts and prohibiting the granting of special terms and con- 
ditions so as to make certain that no retailer or group of retailers is to be in 
a more advantageous price position than his or its competitors. The bill pro- 
vides funds for its administration by imposing fees on persons licensed under 
the Alcoholic Beverage Control Act, ranging in amount from $250 in the case 
of manufacturers and some wholesalers to $25 for class B retailers. 

The obvious purpose of the bill is to eliminate price competition among alco- 
holic beverage retailers licensed by the District of Columbia, and to limit price 
competition among the alcoholic beverage manufacturers and wholesalers 
licensed by the District of Columbia. The bill can be described as having the 
effect of a fair trade bill limited to the alcoholic beverage industry. The Com- 
missioners have always opposed price fixing or the so-called fair trade legisla- 
tion as interfering with the free interplay of prices in the marketplace, and as 
preventing the passing to the consumer of the economies-.of competitive distribu- 
tion. The effect of the bill, the Commissioners believe, will be to the detriment 
of the general public, and accordingly they are opposed to the passage of such 
legislation. 

The Commissioners have requested information from the District of Columbia 
Alcoholic Beverage Control Board with respect to the effects of the bill and its 
impact both on the alcoholic beverage industry and on the Board. The Board’s 
report (with a few parenthetical changes inserted for clarification purposes) 
reads as follows: 

“(1) The effect of the bills: Obviously, price competition on nationally adver- 
tised brands is eliminated. Price posting provides a minimum resale price de- 
termined by the wholesaler. The minimum resale price would naturally be the 
maximum resale by practically all the retailers. The bills indicate there will be 
no increase in price to the consumer. The Board believes otherwise, and that 
price increases will surely result. If this legislation is passed, a situation might 
be created in which the District of Columbia loses revenue through loss of sales 
in the District to other States. It is intended to avoid price cutting by retailers. 
If the act is fully obeyed, price cutting would be eliminated to the detriment of 
the local consumer and in that regard (is) against the public interest. It is also 
presumed to eliminate price cutting by wholesalers to favored retailers. This 
would be the result if the proposed legislation is properly obeyed by the whole- 
Salers and retailers. Adequate remedies already exist to take care of these 
situations, civil (Sherman Anti-Trust), Federal (prohibition against commer- 
cial bribery under the ATTD), under section 19 of the ABC Act. The limitation 
in the proposed bill to five-case deals places the large retailer on the same level 
as the small retailer. This may or may not be good for the industry. 

“(2) The burden the enactment of the bill would place on the wholesalers and 
retailers is largely that of overhead and cost of administration. The impact is 
problematical. 

“The burden on the Alcoholic Beverage Control Board would, of course, be 
very substantial. At this juncture, the Board is unable to say that the reve- 
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nues proposed to be achieved by payments by the licensees are sufficient to cover 
the cost. Actually, we do not know what the cost will be. In comparison with 
other jurisdicitions, one in particular, New Jersey, the income from alcoholic 
beverage taxes is approximately 314 times that of the District of Columbia, with 
approximately 849 percent increase in cost of administration. In other words, 
the gross income from alcoholic beverages in New Jersey for the fiscal year 
1958 was $24,734,000; for the District of Columbia, $7,500,000. Neither of these 
figures include the sales taxes. The administrative costs in New Jersey were 
$1,316,799 ; for the District of Columbia, $155,047. The increase of workload of 
this Board will be very substantial, with the almost countless thousands of 
items which will be covered by price posting. It is apparent that much invoice 
and price checking will need to be done if all licensees are to be kept in line. 
There is bound to be an increase in the number of reported price violations by 
the very nature of things, and an unpredictable amount of extra work will be 
required by our inspection and enforcement section in order to determine and 
investigate these reports. How many of them might result in citations or hear- 
ings before the Board naturally is an unknown quantity. It is more than likely 
that one full-time (Assistant) Corporation Counsel would conceivably be re- 
quired by the Board. It is not possible at the moment, with the time available, 
fully to estimate the burden. We can assure you, however, it is bound to be 
substantial. 

“(3) The estimated revenues resulting from the fees set forth in the proposed 
subsection (e), broken down by the number of licensees in each category, is as 
follows: 























Manufacturing B (1) by $250 
Wholesale A (15) ---- 3, 750 
Wholesale B (11)------ 1, 375 
Retail B (463) 11, 575 
Retail A (388) -~--- 38, 800 

OUR aS itaiak as diciics sntnd pases . 55, 750 


“The above (are) the approximate figures based on the number of licensees in 
the different categories for the month of June 1959. 

““(4) Whether the proposed effective date, allowing a minimum of 11 days and 
a maximum of 41 days, (provides) sufficient time for the ABC Board to estab- 
lish the administrative machinery which would be required by the bill. This is 
far too short a time to set up the machinery, the equipment, and the qualified 
personnel to met a requirement of this magnitude. The Board feels that 60 days, 
at the least, should be a minimum as the effective date from the date of passage. 

“(5) It is difficult to answer (the) question (concerning) adequate provision 
to police and enforce the provisions (of the bill). All phases of this legislation 
could be placed in this category. It is presumed that Congress would see to it 
that the fees paid by the licensees would become a part of our regular budget, 
without the risk of having it denied even in part. The Board does not know 
at this moment whether the $55,000 would cover the increased cost of adminis- 
tration. We know that it would require approximately 1,000 copies of the price- 
list to be published regularly ever 3 months, plus the corrections and changes in 
the interim periods. A rough estimate indicates there would be a very minimum 
of 40-odd pages, maybe 50, in each price book. Provisions will need to be made 
so that these editions be printed by private printer rather than the Public Printer, 
largely because of the delays in getting things printed by the Public Printer. 
The cost of each printing will require some shopping, but is completely unknown 
at this moment. Too, we have the problem of mailing and postage, editing, and 
proofreading as well as the field work to provide proper enforcement. It cer- 
tainly will require additional personnel in our inspection department, which could 
only be determined on the basis of experience. It takes time to acquire equip- 
ment and qualified personnel to answer the need for the extra time in getting 
organized. Rumors will continue to persist as to alleged undertable discounts 
by wholesalers in violation of ABC regulations, and we think will probably 
show a substantial increase. The problems of getting proper evidence in these 
situations is very difficult, and frequently impossible. Briefly, the enforcement 
problems require much more study.” 

The bill contains a number of printing errors. On page 2 in line 16, the 
word “liquor” is misspelled. On pages 6 in line 9, the word “lowered” should 
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probably be “lower.” On page 8 in line 19, the word “subsection” should be 
“section.” On page 9 in line 10, the word “suspend” is misspelled. 

In the event the bill should be enacted, the Commissioners suggest, in view 
of the report of the Alcoholic Beverage Control Board concerning the necessity 
for time in which to establish the administrative machinery required by the 
bill, that subsection (f) of the proposed new section 42, appearing on page 9 
of the bill, be amended by striking the word “ten” and inserting in lieu thereof 
“sixty” so as to allow a minimum of 61 days and a maximum of 92 days in 
which to establish such administrative machinery. 

For the reasons set forth in this report the Commissioners strongly recom- 
mend against the enactment of H.R. 7375, as being to the detriment of the 
general public. 

Time does not permit securing advice from the Bureau of the Budget as ‘to 
the relationship of this report to the program of the President. 

Yours very sincerely, 
Rosert E. McLAUGHLIN, 
President, Board of Commissioners, District of Columbia. 


Mr. Karricx. I will not take the time of the committee to read this 
five-page letter except in reference to one paragraph on page 2, which 
reads as follows: 

The obvious purpose of the bill is to eliminate price competition among alco- 
holic beverage retailers licensed by the District of Columbia, and to limit price 
competition among the alcoholic beverage manufacturers and wholesalers 
licensed by the District of Columbia. The bill can_be described as having the 
effect of a “fair trade’ bill limited to the alcoholic beverage industry. The 
Commissioners have always opposed price fixing or the so-called fair trade 
legislation as interfering with the free interplay of prices in the marketplace, 
and as preventing the passing to the consumer of the economies of competitive 
distribution. The eflect of the bill. the Commissioners believe, will be to the 
detriment of the general public, and accordingly they are opposed to the passage 
of such legislation. 

We have set forth our reasons somewhat more in detail, and I think 
it will suffice to file that with the committee without holding you 
here while I read these five pages. 

The Cuarrman. It has been inserted in the record. 

Mr. Karricx. Thank you, sir. I would like to say that I am at 
something of a disadvantage today. The Alcoholic Beverage Control 
Board is one of eight or nine departments under my supervision. All 
three of the members of the Board are hearing an extremely difficult 
case which they fear may result in litigation. For that reason they 
have not thought it advisable to be here before the committee, but 
the Chairman of the Board may be sent for if the committee wishes 
to question him. 

If there are other bits of information you would like which I cannot 
supply because I do not have all the details of the ABC system in my 
head, we will supply them for the record. 

The Cuamman. Without objection, if you will send those state- 
ments in at a later date, we will include them. 

Mr. Karricx. I have been very much impressed but not convinced 
by the cogency of Mr. Schulberg’s argument. I was impressed until 
he went into his final rhapsody and panegyric over all the things this 
bill would do. 

Gentlemen, no bill can possibly do all of the things Mr. Schulberg 
says this bill will do. He has included in it the Ten Commandments, 
the beatitudes, and all the other principles of the Christian religion. 
He has overstated his case. He is very sincere in his belief in this, 
and I respect his opinion and I respect his ability as a lawyer, but in 
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my Songer it is to the best interests of the public that the bill not be 
assed. 

I do not know what can be done legislatively to protect people who 
will not spend their money intelligently. Many times an effort to pro- 
tect such people leads to unwise legislative measures. I do not know 
how comprehensive or how definite such steps can possibly be taken 
in the interests of the public. . 

Some years ago there was reported in the press—and I think 
accurately, and I believe my memory is accurate as to the figures—an 
incident that occurred in a local grocery store. I believe that sugar 
was selling at that time at 10 cents a pound. This grocer put up a 
large sign on his window, written in that sort of painted way with a 
brush, “Special, sugar, 20 cents a pound, only 5 pounds to a customer.” 
Three times during the day he ran out of sugar. 

People who will buy under such circumstances cannot be protected 
by legislation. There is no way to control the thing so compre- 
hensively as to protect everyone in the community who wishes to spend 
his money foolishly. 

I urge that this bill not be passed. 

Mr. Wier. You certainly are not sitting there using sugar and 
liquor as being comparable; are you ? 

r. Karrick. No; I am using this merely as a bit of psychology. 
The commodities are quite different. 

Mr. Wier. All over this United States liquor has been ruled as an 
item — has to be regulated. Even the liquor dealers themselves 
say that. 

. Karrick. I quite agree. I am using that as a bit of psychology. 

Mr. Wier. I am sure you do not want to encourage the use of 
liquor by those gimmick sales. 

{r. Karricx. I do not want to encourage the use of liquor, but I 
od no objection to the use of advantageous prices to members of the 
ublic. 
. Mr. Wier. Yes; but that is what it results in. 

Mr. Broruiiy. This is possibly repetition for the sake of clarifica- 
tion and emphasis. 

As I understand the statement you read from your report in refer- 
ence to the charge and the denial that this was in effect fair-trade legis- 
lation, as I understand it, your statement was to the effect that you 
feel this is fair-trade legislation limited to the whisky industry. 

Mr. Karrick. Yes. 

Mr. Broruim.. And that the position of the Commissioners is that 
they are in opposition to fair-trade legislation in the District of 
Columbia per se. 

Mr. Karrickx. Mr. Broyhill, the letter outlines in detail other bases 
for opposing the legislation, which you can read more comfortably 
yourself than to listen to my doing it. 

Mr. Broruit.. To emphasize that point, you are opposed to fair- 
trade legislation, in general ? 

Mr. Karrick. Yes; in general. 

Mr. Broynitz. And would be opposed to it for this particular in- 
dustry exclusively ? 

Mr. Karrick. That is correct. 

Mr. Drerountan. Mr. Karrick, you stated you did not think this 
type of control on liquor sales would be to the best interests of the 
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District of Columbia. I suppose you realize you are in disagreement 
with 43 States in the United States, including my own State of New 
York. There are some things they do wrong in New York State, but 
they have found this type of legislation—this is patterned on New 
York State—to be in the public interest. They have found from 
very sad experience that this was in the public interest. 

Of course, you have your right to your opinion. I would just 
point out to you that you have some very forward-looking States in 

the United States who have adopted this legislation, have worked 
under it, and they have found it to be in the best interests of the con- 
sumer so far as reasonable prices go. Overwhelming opinion favors 
some regulation of this commodity which can be a dangerous com- 
modity when compared with other standard grocery items. _ 

Mr. Karricx. Mr. Derounian, that is not a question, it is a state- 
ment. 

Mr. DerountAn. That is right. I am asking you if you are in 
disagreement with the policy of New York State. 

Mr. Karricx. I have the highest respect for points of view in op- 
position to what I have stated. Those points of view are held by ex- 
tremely able people, the point of view you have outlined. 

Mr. DerouniAn. Are you including me in that statement, too? 

Mr. Karricx. Oh, yes. 

Mr. Derounran. Thank you. 

The CHatrman. Are there further questions? Thank you very 
much, Mr. Karrick. 

Next is Mr. Thurman Arnold representing a group of retail liquor 
dealers in the District of Columbia. Please identify yourself for the 


record. 
STATEMENT OF THURMAN ARNOLD 


Mr. Arnotp. My name is Thurman Arnold, attorney. 

The Carman. It is good to have you back before our committee 
again. It has been quite a while since you have been with us. 

Mr. Arnowp. It has been. 

I appear before the committee as the representative of a number of 
independent retail liquor dealers in the District who are opposed to 
H.R. 7375. 

This bill would establish compulsory resale price maintenance for 
all aleoholic beverages sold in the District. It would apply to every 
wholesaler and retailer, including every drugstore and grocery store 
which sells spirits, wine, or beer. It would apply to every brand 
of alcoholic beverage, including all nationally advertised and all 
private label brands. It would apply to every size of each brand— 

uarts, fifths, pints, and so on. It would require every retailer to 
charge at least the minimum price specified by manufacturers and 
wholesalers under the continual threat of losing his license and for- 
feiting his business if he charges the consumer a lower price. 

This bill is an attempt to raise the price of alcoholic beverages in 
the District of Columbia by imposing rigid price-fixing regulations 
on all retail stores. In order to protect the less efficient retail stores, 
the bill forbids any price competition from more efficient competi- 
tors. It is far more extreme than the fair-trade laws which have 
been repeatedly rejected by Congress for the District of Columbia. 
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The fair-trade laws go no further than to permit a manufacturer who 
at great expense in national advertising has created a valuable trade 
name, to protect that name by fair trading his products if he so 
wishes. I am opposed to fair-trade laws but they do have at least 
this justification. The manufacturer is not compelled to fair trade 
if he believes he can get better results through competitive prices. 

But this bill permits neither the manufacturer nor the local whole- 
saler nor the retailer to manage his own business with respect to 
prices. Everyone in the industry is compelled to conduct his busi- 
ness on a fixed-price basis, which is frozen for 3 months. The bill 
usurps the managerial responsibility of all the components of the 
liquor industry. It compels the raising of prices at the very time 
when the Government is attempting to prevent inflation. It compels 
dealers to sell to the consumer at higher prices than those on which 
they could make a reasonable profit. 

We understand that it has been argued in favor of the bill that 
it will prevent aggressive retail merchants from eptcing persons into 
his store by low prices on some goods in order to push other goods 
at high and profitable prices. In other words, it is argued, the bill 
will put an end to the use of loss leaders. 

If this were all the bill did we would still be against it, but at 
least the issue would be arguable. It is clear, however, from reading 
the bill that it is not principally aimed at loss leaders. In no way 
does it differentiate loss leaders from sales at a profit. Both are 
forbidden in order to fix arbitrary and excessive prices. 

We understand that it is further argued that the bill would promote 
the health and welfare of the District by preventing poor people 
who cannot afford the increase in prices from becoming alcoholics. 
Obviously the alcoholic himself would not be curbed by higher prices 
because he must have his liquor whatever it costs. However, those 
who are on a low budget and have not yet. become alcoholics could 
no longer afford to drink enough liquor to bring on this disease and 
thus ex. would be saved by the price system from a drunkard’s 
grave. ‘Thus, through the mechanics of price fixing, the privilege 
od danger of becoming an alcoholic would be limited to the well 
to do. 

I entertain a serious doubt as to the validity of this reasoning. 
I am informed that obesity is more prevalent than alcoholism and 
a greater threat to the national health. But I have not yet heard 
the suggestion that this ee ag should be eliminated by raising the 
prices of high-caloried foods. To protect the national health by 
price fixing seems to me an extraordinarily oblique method of at- 
tacking the problem. 

The prmcipie behind this bill is unthinkable if it were applied to 
general merchandising. If an organization of small grocery stores 
should complain that the supermarket is ruining their business and 
demand a bill raising the supermarket price as a protection against 
supermarket competition, I question whether this committee would 
even bother to hold hearings. We ask what distinguishes the retail 
sale of liquor from the retail sale of other commodities? 

There are, of course, questions of health and public order connected 
with the sale of liquor not present in the case of food. For that rea- 
son liquor dealers must be licensed, their number limited, and the 
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conduct of their business closely supervised. But in this respect 
there is certainly no problem in the District of Columbia requiring 
legislation. I am informed that not once in the last 20 years has it 
been necessary to revoke the license of a retail package store for mis- 
conduct. Any arguments for the bill based on such considerations 
are nothing more than smoke screens. 

The bold and blatant purpose of this bill is to transfer from the 
pockets of Washington consumers in the form of higher prices money 
which will go into the pockets of that portion of the retail liquor 
stores who fear competition. It is important to note that the Wash- 
ington retailers will not get all this money; most of it will go into 
the pockets of the huge distillers, or the wholesalers. We ask what 
is there in the history of the big distillers which justifies the naive 
confidence that if they are given the practical power to fix prices in 
the absence of competition they will not charge all the traffic will 
bear ? 

It is, of course, unquestionable that the practices which this bill 
authorizes would violate the Sherman Antitrust Act. A wholesaler 
cannot lawfully enter into agreements with retailers fixing minimum 
resale prices in the District. But the bill does more than merely to 
sanction illegal agreements in restraint of trade. It puts the police 
power of the Government at the service of those who will profit by 
those agreements. Usually, the enforcement of fair trade prices is 
left to private parties. But here, the Government is asked to divert 
its energies and to send its officers into the retail stores for the sole 
benefit of the profits of a part of the liquor industry. The expense 
of this enforcement is supposed to be met by special taxes levied 
by the bill on various segments of the industry which may be expected 
to amount to only $56,000 a year. 

Nothing is more difficult to enforce than a price-fixing agreement. 
The history of the antitrust laws shows that in the days before the 
Sherman Act attempts at price fixing consistently failed in spite of the 
efforts of the industry to enforce them. It was only through the 
device of trusts, and later through mergers, that administered prices 
became possible, a development which led to the passage of the anti- 
trust law. With respect to the fair trade laws, their enforcement has 
become so impossible that great concerns like General Electric recently 
have abandoned fair trade after many years of trial. The cost of en- 
forcement of fair trade prices has been prohibitive. The results have 
been negligible. Yet the supporters of this bill seek to impose upon the 
District a task which has been abandoned by General Electric. Does 
anyone seriously think that the $80 million in liquor sales in the 
District can be policed on a budget of $50,000 or $60,000 a year—less 
than the overhead of a small private law firm? Examine the magni- 
tude of the task. The bill will require the enforcement of thousands 
of prices for publicly advertised brands, private brands, beer and wine, 
among 388 class A licensees and some 463 class B licensees. Only a 
small portion of the larger stores could be checked. The honest and 
conscientious dealer who obeys the law will be penalized in favor of an 
unascertained number of smaller dealers who can expect to violate it 
without fear of detection. The privilege of meeting competition will 
be transferred to the small violator of the law. Efficient enforcement 
will be impossible. 
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But let us assume that in spite of the wr gyre 4 of effective en- 
forcement the great majority of dealers will be sufficiently conscien- 
tious to resist temptation and adhere to the price structure required by 
law. What will be the cost to the Washingon consumer? A rough 

ess can be made by comparing competitive prices in the District 
with fixed prices in New York. 

Many years ago, at a time when the failure of fair trade laws was 
not as conclusively demonstrated as it is today, New York was misled 
into passing a liquor price-fixing act upon which this bill is apparently 
modeled. We have made a comparison of the difference in prices 
between New York and Washington. For this purpose, we have taken 
the prices on some leading brands. We have compared the competi- 
tive price in Washington, that is the price at which a brand can be 
bought by a consumer in many of the stores which I represent, with 
the minimum resale price which must be charged by a package retail 
store in New York. We have also compared the resale price suggested 
in the District by distilleries and wholesalers. Their suggested prices, 
of course, are not presently binding in the District; they are followed 
by some stores and disregarded by others. 


Comparison of District of Columbia competitive prices, District of Columbia 
suggested prices, and New York minimum price on some leading brands 
(fifths) 





District of District of 

Columbia Columbia New York 

competitive | current sug- | minimum 
price gested resale price 2 





Blends: 











a be), Sh ce: eee $3. 48 $3. 89 $4.79 

Calvert Reserve. -_-_..__.-- ctnvabibkanesinagetapubwemaudiye 3. 48 3. 89 4.79 

Schenley Reserve--_-_......---------- Siivescteeet antennae 3. 48 3. 69 4.79 
Bourbons: 

Jim Beam. -.--- eee ee CE ees 3. 49 3.87 4. 86 

Bellows Club. ....._..-.-..-------- biden cbussedlbessele des 3.49 3. 59 4.79 
Bonded whiskies: 

EEN BIO ns noommennetuns<oratineinteanthbaa~ dak 5.19 5. 54 6.70 

eS cee et euneenaoese nf Page 5.19 5.39 6. 35 

LINERS BS Ta ORLY TY ET oe VE 5.19 5. 54 6. 70 
Seotches: 

Black & White____- sthidn aL shite SaRceuadabeh ia conk abieatee SP Via canthnenies 6. 40 

ld nD attain dno PE I Pe FPF 4.79 4.99 6.49 

BEE RE CAA DPR OE pee in Cieea ooe 4.99 5. 29 6, 47 

en Ot Wai BObORS 8 5. x sicsscmnas Ge ~sen buds ceeeendle ehe ave 9: BO Bi szcriha caendhil 6. 60 





1 Prices as quoted in Seaboard Beverage Journal, June 1959. Resale prices are suggested by distilleries and 
wholesalers, and are the prices charged Tome retailers in the District. 
as quoted in Beverage Media (New York metropolitan edition), June 1959. 


These figures show that it is the big distillers who would be given 
actual control of whisky prices in the District if this bill is passed. 
In the District where the distillers must meet competition, these 
yall show that the suggested prices in the District are only slightly 
above the competitive price. Tn New York these same distillers, 
relieved of competition, have fixed minimum prices which run from 
25 to 40 percent above the present District competitive prices. We 
may, therefore, assume that if we transfer to the great distillers 
and breweries, by operation of this bill, the power to fix prices that 
they will raise them to the level of New York. You will note that the 
New York prices on these brands run from 25 to 40 percent higher 
than the District prices on the same brands. The enormous difference 
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between Washington and New York liquor prices cannot be attributed 
to differences in taxes; New York taxes are only a nickel per fifth 
higher than District taxes. 
t us assume that the Washington market will absorb at New York 
Powe the same volume that it does today. This would mean that 
ongress has added about 25 percent to the present Washington retail 
liquor bill of about $80 million—or an increase of approximately $20 
million. In other words, if this bill became law, Washington con- 
sumers would have to pay approximately $20 million more for the same 
quantity of liquor which they presently buy. Some of this $20 mil- 
lion would remain in the pockets of some of the Washington retailers. 
But a large part of it would go to the big distillers outside of the 
District, and to the wholesalers. I ask what have the great distillers 
done for the District to deserve this munificent gift? 

It is, of course, unlikely that the volume of liquor would keep up 
under pressure of these increased prices. As prices rose, the volume 
of sales would drop. Prices would no doubt be set by the distillers 
at a level which would bring a larger profit on a decreased volume. 
The effect of higher prices in decreasing volume has been recognized 
by our ABC Board. In opposing a Government monopoly bill several 
years ago, the Board noted that the higher prices the Government 
would inevitably charge would decrease the volume of liquor sold. 

Mr. Wier. I would gather from your statement that you are sus- 
taining the fact that because liquor is cheap in the District of 
Columbia that makes it possible for it to have the highest per capita 
in the United States of liquor consumption. Do you advocate that? 

Mr. Arnotp. If you want to decrease liquor consumption and if you 
think we have a real problem here, which I don’t think, I should 
certainly think you would do it by increasing taxes so the District 
would get the taxes. 

The Board said: 


Government stores could not and would not retail at the low levels at which 
our licensees sell. They do this because of the very keen competition that has 
ruled this market ever since repeal. Washington is known as the lowest retail 
market in the entire country. Prices are as much as $1 or $1.50 lower than in 
many other markets. Higher retail prices would eliminate the inducement to 
come here to purchase. 

The Board of Trade informs us that some 4,500,000 visitors came here last 
year. We know that many take back home large amounts of beverages. They, 
too, would not be induced to buy here, because their hometown prices would not 
be any higher. 

Mr. Wier. You are up here squawking when we attempt to increase 
liquor taxes. ‘ 

Mr. Arnot. No; I am not in favor of any increase in the ne 
I do not think that you have a problem in the District of public health 
or order. : 

Mr. Wier. You will admit we have the highest per capita consump- 
tion of liquor in the United States. 

Mr. Arnoxp. If you tell me that you must have looked it up. I 
assume it is true. I see nothing in that which causes me alarm on 
account of the health of the District. There is more entertaining 
goes on and more cocktail parties in the District than any place in 
the United States but those figures do not alarm me at all. 

I would add this: If it were a problem and you did not want to 
raise the price of liquor and decrease the consumption by raising the 
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price of liquor, do it by tax; don’t do it by giving a present to dis- 
tillers and retailers. 

The Cuarrman. Mr. Arnold, we have to go and vote on this for- 
eign aid bill. We will include the rest of your statement in the record. 

(The remainder of the statement is as follows :) 

Mr. Arnoi. It should be expected that price fixing would increase 
prices more if done by private, interested parties, as this bill would 
permit, than if by an impartial, Government board. 

A Government board in fixing prices would not have the incentive 
of personal profit that the liquor industry has. Privately fixed prices 
would therefore be higher than Government monopoly prices. This 
is illustrated by the fact that the privately fixed prices in New York 
are much higher than those in the State stores in Virginia, as shown 
by the following schedule: 


Comparison of New York minimum retail prices with Virginia retail prices on 
some leading brands (fifths) 





New York ! Virginia ? 





Blends: 
ye, a Reree S A wee Cee ene Ie ae ee A 
See MOUENUM. .. .033.44.144 db bbb eden sddn<beethlon se diidahoedseuabenbneeas 
SO Ne. cbs ch dkateaucontlsaadeah bhamesesbesdaponeened 
Bourbons: 
SRI nicunitts on wgnigaescadnmeitasietiniendemmadmebeceakinimieictntineetem ah 
SE SIMD 3 ons ai cdndncsbaindagunannesdcauuedeshitaschsebbiucebeudba 
Bonded whiskies: 
LAS. nuthin cnt dghechotathivithedacmid@esondtgudephadwbands bac 
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1 Prices as quoted in Beverage Media (New York metropolitan edition), June 1959, 
2 Prices as quoted in Liquor Price List No. 161, effective July 1, 1959, published by Virginia Alcoholic 
Beverage Control Board. 

The decreased volume under this bill could thus be expected to be 
far more than it would be under a Government monopoly system. 
Since the District is constantly short of money, taxes would have to 
be increased to offset the almost certain loss of liquor revenue. What 
would we get in exchange for this mercenary increase in taxes? The 
answer is that we sald get only the privilege of paying higher 
prices for our liquor. 

The final argument of this group of liquor stores anxious to sup- 
press competition can only be that they are a distress industry which 
is being ruined by competitive prices. The only instances where 
Congress has heretofore atheitipted. to maintain prices above the com- 
petitive level has been in industries so distressed that they seriousl 
affect our whole economy. The NRA was one example, our agricul- 
tural program is another. 

I will not debate the soundness of attempting to restore prosperity 
by maintaining prices above competitive levels. I only point out 
that if justified at all it must be in an industry which by its insolvency 
affects the economy as a whole. No justification can be suggested 
in the absence of nationwide distress in an industry or war emergency 
for the Government to maintain rigid prices to eliminate competition. 
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Therefore, let us examine the case of the Washington liquor dealers 
as a distress industry. 

I understand that the claim is made that an unascertained number 
of the 388 Washington liquor dealers are being ruined by price com- 

etition. Even if this were true it would present no economic prob- 
em to either the Nation or the District which would justify congres- 
sional interference with competitors. But apart from that, no evi- 
dence is presented before this committee that retail liquor dealers 
are not doing as well as any other retail dealers. I have had no 
time to make a comprehensive study, but inquiry among the persons 
familiar with the retail liquor business roe i ta there are few if 
any bankruptcies among Washington liquor stores. This is con- 
firmed by the fact that during the last 25 years only 13 liquor licenses 
have been abandoned. 

It is further confirmed by the fact that in the last 12 years not a 
single retail liquor license has been given up. Instead, they appear 
to have become of great value. I am informed of an instance hers 
the goodwill of a retail store doing approximately $5,000 to $6,000 
per week gross volume was valued at $83,000 in connection with a 
recent sale of the store. It is obvious that retail liquor in mine 
ton is not a distress industry. The good will of a store in a truly 
distress industry would be worth less than nothing. The value of 
retail liquor stores in the District appears to be going up under the 
sound competitive situation which now exists. 

Further than that, if there were a number of marginal stores unable 
to meet the competition and, therefore, in prospect of being abandoned, 
the circumstances would be helpful rather than harmful. The ABC 
Board, which is certainly expert in the subject, determined some years 
ago that there were more licensed retail stores in the District than 
were necessary. The Board therefore decided that no new licenses 
would be granted until the number of outstanding licenses was reduced 
to 300. Unfortunately for that policy not a single licensee has been 
forced by economic circumstances to give up his license. The num- 
ber of licensees has, therefore, remained for the last 12 years at 388. 

In considering this bill the District should profit from the ex- 
perience of New York. In 1950 at the high tide of enthusiasm for 
fair trade laws, New York passed its present price-fixing provision, 
similar in many ve spam to the bill under consideration here. As a 
result the New York consumer is paying higher prices by probably 
more than 25 percent for his alcoholic beverages than the Washing- 
ton consumer. He is getting absolutely nothing for his money. Nor 
does New York State get anything except the onerous responsibility 
of enforcing the fixed prices. These New York prices are higher than 
charged by the State liquor stores in Virginia from which the State 
derives a profit. But the State of New York gets no part of the 
aera Nor is there any evidence that conditions with regard to the 

ealth and morals in New York are better than Washington as a re- 
sult of its bonus given to the organized liquor industry. Instead it 
is Washington shod not New York that is today regarded as a model 
in the area of liquor distribution. 

One may ask in this situation why it is that the New York act is 
not repealed and competitive conditions restored. The answer is 
the same in the case of liquor that it is in the case of any other in- 
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dustry where capital values have been built up by protecting excessive 
prices. To repeal the act would ruin all those retailers who have 

urchased liquor stores while the New York price-fixing program was 
in effect. The price-fixing program has increased enormously the 
value of existing liquor licenses. That value is capitalized in the busi- 
ness. Money is borrowed on it. The fortunes of persons who have 
entered the business under this kind of protection depend on its con- 
tinuance. They can argue that it is a breach of faith for the State 
to suddenly destroy capital values which liquor dealers bought and 
paid for, relying on an announced policy of the State. 

If the act is passed in Washington the same capital values that have 
been created in New York licenses will be built up here. The good 
will of a store which today is valued at $80,000 will be worth more than 
that. Newcomers into the business will have to make this capital 
contribution in order to purchase a store. Their prices will have to 
g° up to meet the interest on that capital contribution. Once they 

ave invested their money relying on the passage of this act there 
will be justice in their complaimt that their investment will be con- 
fiscated if the act is repealed. 

And so, if the District of Columbia chooses to create this new value 
in present stores which can be bought and sold, it will not be fair to 

rsons who have entered into the industry on the faith of that policy 
if that value is destroyed by repeal. And thus a permanent built-in 
inflation will be imposed on consumers in the District in an important 
segment of their family budget. 

In the light of these facts one might think that the proponents of 
this bill would be satisfied with the amount of price inflation which 
New York has built in for the benefit. of its retail liquor stores. Unfor- 
tunately, they are not. They want even more than New York has 
donated to its liquor dealers. New York declined to fix the prices on 
beer which has always been regarded as a harmless alcoholic beverage. 
Proponents of the Washington act want to prevent competition even 
in this widely distributed article of domestic consumption. 

Nor does New York impose rigid and excessive prices on the sale of 
whisky sold under an exclusively owned private label by an individual 
retailer in that State. There is no possibility of using unknown and 
unadvertised private brands as loss leaders. Yet these brands do offer 
a substantial competitive curb on excessive prices because they are, as 
a rule, excellent whisky. When there is more good liquor than can be 
sold under advertised trade names an enterprising retail merchant is 
able to buy excellent whisky in bulk. He arranges to have it bottled 
and puts his own private label on it. Without the trade name he is 
able to sell it at a profit at a much lower price than an advertised brand. 
Customers to whom the quality of the whisky is more important than 
the brand name are thus given a bargain. ‘They have confidence that 
their dealers will not give them inferior goods. 

The policy of distillers in selling good whisky in bulk to be retailed 
under a private brand is similar to that of tire manufacturers who 
sell good tires without their advertised name to concerns like Sears, 
Roebuck which retails them at less cost than trade name tires. No one 
interested in the consumer would think of depriving him of this sort 
of a bargain by compelling Sears, Roebuck to adhere to fixed prices. 
But this bill requires the enterprising merchant who has bought whisky 
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in bulk, to be bottled in his behalf, to announce and freeze prices on 
vat liquor for 3 months in the future in order to prevent him from 
using his private brand. This puts a hazard upon the purchase of 
liquor in bulk because during the period when the price of such liquor 
is fixed the enterprising dealer who has bought it may be unable to 
sell because of a mistaken calculation in fixing the original price. Not 
even New York had the temerity to put this hazard on the purchase 
of private brands. Every store in the District is free to sell private 
label brands, and the vast majority of the stores do so. The passage 
of this bill would be the end of competitive influence of privately 
branded whisky in the District. 

In the face of these facts which cannot be disputed, this bill is seri- 
ously proposed. It is supported by no economic considerations and 
on the flimsiest of moral grounds. It is incredible that this Congress, 
which has repeatedly rejected fair trade legislation, should delegate 
to the members of the liquor industry the power to increase the cost 
of living in the District. 

I do not think that the bill would be treated seriously if a sub- 
stantial section of the public did not regard the sale of liquor as a 
necessary evil. This segment of the sabes if told that anyone is 
paying an exorbitant price for whisky, will immediately reply, “It 
serves him right, he oughtn’t to buy the stuff anyway. The more he 
pays the better.” 

Surely Congress which has declared the sale of liquor to be a legiti- 
mate business cannot agree with any group in favor of imposing higher 
prices on the family budget. During the war we put a ceiling on 
liquor. Certainly during the present inflationary period we should 
not seek legislation to raise prices. 

The dealers whom I represent are small, independent merchants. 
They should be left free to exercise their independent business judg- 
ment with respect to prices they will charge. This policy encourages 
competition. It promotes efficiency. It gives the consumer a better 
deal. The giant distilleries and wholesalers should not be given the 
power of life and death over these independent merchants. They 
should not be allowed to reap huge profits at the expense of the con- 
sumers in the District. H.R. 7375 should be rejected. 

The Cuarrman. The members of the committee will have an oppor- 
tunity to read it. Is there any offhand statement you would like to 
make in addition ? 

Mr. Arnoxp. I would like to say that Government pricefixing is to 
me unthinkable except in a distress industry, where people are being 
ruined and where the ruin affects the entire problem. That does not 
occur in the District. I don’t know how many bankruptcies there are, 
but I suspect there are less than in retail grocery stores. The signifi- 
cant thing I want to bring out in my statement is that these liquor 
licenses, 388 of them, are 88 above what the District thinks is neces- 
sary. In other words, there are 88 too many liquor stores according 
to the District present limitation of 300 and yet not once in 20 years 
have these licenses been abandoned. They sell them. They have a 
tremendous value in the District. 

I am informed of one instance where a package store of less than 
$5,000 per month, the license itself sold for $80,000. Put this bill on. 
You will increase the capital values of the licensees tremendously 
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and once you build those capital values of the licensees into the busi- 
ness you can never get rid of them. 

Mr. Deroun1an. Did you say the store that sold for $80,000 did 
$5,000 a month ? 

Mr. Arnoup. A week. New York cannot get rid of its present act 
because so many people bought into the business at the tremendously 
increased prices on reliance of the existing law, that there would be 
unfair confiscation for New York to repeal the law. 

Now it is proposed that we take that irretrievable step here and what 
is served? If any of you think that there is too much liquor con- 
sumed in the District and you want to stop liquor being consumed in 
the District by raising prices, something I do not believe in, do it by 
taxes. Don’t do it by building in a capital structure which will be a 
conspiracy in restraint of trade. 

I respectfully disagree with you because, of course, you have a part 
of the New York law. I wish you would read some of my observa- 
tions. 

Mr. Derountn. I have read some of them. They do not apply 
because Maryland and Virginia are right next to us in the District of 
Columbia and the District of Columbia businessmen are not pricing 
themselves out of the market with our two neighbors. 

The Cuatrman. Does anyone else wish to file a statement before 
we close the hearings? Thank you very much. We will see that 
everybody has an opportunity to read your statement. 

Mr. Arnotp. Thank you. 

The CuarrMan. The committee stands adjourned until the call of 
the Chair. 

(Whereupon, at 12:10 p.m., the committee adjourned subject to the 
call of the Chair.) ; 
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